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© 4-Speed Main 
Transmission 


© Wheel-Type—Fastest 


Digging Method 


® 12-Speed Crawler 
Transmission 


© Wider Range of 
Trench sizes 


© Generously 
Powered 








© Compact—Less Than 
60” Wide 

@ Full-Crawler 
Mounting —Com- 
pletely Maneuverable 


® Fast Boom Hoist 
© Shiftable Conveyor 


® Truck-Speed 
Portability — Safer, 
Faster Job Moves 








®@ One Machine for 
Mains and Services 


® Digs All Soils in 
All Weathers 

@ Less Property 
Damage—Crawlers 
Save Lawns, 
Walks, etc. 

® Unit-Type Con- 
struction 


® Lower Maintenance 
Costs 


° Longer Life 
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EFFICIENCY 


CYCLONE * Simplifies attainment 
STEAM of higher pressures for greater 
cycle efficiency. 
SEPARATOR 


DIVIDED 
FURNACE 
CONSTRUCTION 





MAINTENANCE 


* Simple construction. 

* No pumps, motors to main- 
tain. 

* Less chance of having 
burned-out tubes. 

* Less corry-over deposit on 
superheater tubes. 

* Cleaner turbines. 

* Fewer turbine outages. 
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By assuring adequate and positive circulation, 
B&W ’s Cyclone Steam Separator has made pos- 
sible higher steam pressures, greater turbine effi- 
ciency, and has facilitated the use of Divided Fur- 
nace Construction to reduce material costs and 
keep boiler and building volume to a minimum. 
These engineering advances make possible cost and 
operating savings enjoyed exclusively by operators 
of B&W central station and industria! boilers. 
The chart below suggests many of these savings... 
all merit serious consideration in your evaluation. 


We will be pleased to discuss these and other 
practical developments of B&W Research and 
Engineering as they relate to your power genera- 
tion program and facilities. The Babcock & Wilcox 
Company, Boiler Division, 161 East 42nd Street, 





New York 17, N. Y. 


BABCOCK 
&£WILCOX 





BOILER 
DIVISION 


G-598 





AVAILABILITY 


* No unnecessary restrictions 
in water flow path. 

* Consistent high steam purity. 
* Positive circulation to all 
circuits. 

* Fewer tube burn-outs. 


AUXILIARY POWER 


* No power required for 
circulation. 


INITIAL COST 


* No pumps, motors or con- 
nections. 


ACCEPTANCE 


The simple, highly efficient Cyclone Steam Sepa- 
rator has been proved in thousands of central 
station and industrial installations...has made 
possible B& W's singular success with high pressure 
boilers. In the range over 2000 psi, more than 
14 B&W boilers are in operation...some with 
records extending over 14 years...and an addi- 
tional 60 units are being built. 





* Reduces slagging in furnace 
and convection surfaces. 








« Greater cooling surface 
without increasing furnace vol- 
ume reduces steel and other 
material costs by keeping 
boiler and building volume to 
a minimum. Lowers furnace 
construction costs. Saving in 
boiler cost. 





Long term central station operation at boiler design 
pressures os high as 2650 psi, has proved the 
cost-saving advantages of B& W's Divided-Furnace 
construction in all types of large units. Many of 
the more than 95 B&W Divided-Furnace Bollers 
in operation have been in service for over 12 
years, and more than 90 additional units are now 
on order. 
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VER the past few months we have 

published in this magazine a num- 
ber of articles dealing with a regulatory 
problem which has long been with us, 
but which has become more acute with 
the inflationary period following World 
War II. This is the same problem which 
has bedeviled regulation in one form or 
another ever since it began in the United 
States before the turn of the century. It 
is the problem of original as compared 
with replacement cost in determining the 
rate base and in the treatment of depre- 
ciation. 


It was in 1942, writing in the Harvard 
Law Review, that Professor Robert 
L. Hale referred to the “ghost of Smyth 
v. Ames,” a decision which then required 
some recognition of replacement cost. 
Subsequently, the hope was expressed 
that in the so-called Hope Natural Gas 
decision of 1944 the Supreme Court had 
“laid the ghost of Smyth v. Ames.” But 
more recent developments show that the 
ghost of Smyth v. Ames has not been 
laid, and probably will be around to 
haunt regulation as long as the purchas- 
ing power of the dollar declines (as it has 
been doing so precipitously in the last ten 
years). Economists and finance experts 
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E, A. STEINBERGER 


are insisting in contemporaneous rate 
cases that investor confidence in the utili- 
ties is threatened by rigid adherence to 
original cost standards, without offset- 
ting recognition of high replacement 
costs with the debased dollar of today. 


UT in all fairness it must be conceded 

that a sizable majority of the state 
commissions still follow the lead of the 
Federal Power Commission in refusing 
to recognize replacement cost, either in 
the composition of the rate base or in the 
treatment of depreciation. And there are 
still to be found able advocates of this 
point of view. In the interest of balanc- 
ing our own record on this classical con- 
troversy, we are glad of the opportunity 
of presenting a most thoughtful and per- 
suasive discussion along these lines as the 
leading article of this issue. 


ALTHOUGH this article covers a num- 
ber of phases in utility regulation, it is 
essentially a plea to regulatory commis- 
sioners, accountants, and utility indus- 
tries in general to avoid the error of ex- 
pediency in dealing with rate making and 
the treatment of depreciation. Its author, 
COMMISSIONER SPENCER B, Eppy, of 
the New York Public Service Commis- 
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What goes on at this Round Table? 


@ They could be exchanging ideas on new 
financing . . . discussing the cost of new 
money .. . hearing an expert appraisal of 
long-term trends for utilities. 

Those present, in addition to the public 
utility executives, include experts from 
investment banking institutions, insur- 
ance companies, rating agencies—and 
from numerous other types of financial 
organizations. 

Yes, this is a typical Public Utility 


‘Round Table” at the Irving. Last year 
alone, 145 representatives from 83 utility 
companies attended these sessions. 


These “Round Tables,” now going into 
their sixth year, are one of the ways we 
seek to serve the public utility industry. 
As specialists in this field, we are con- 
stantly on the lookout for ways to be of 
practical help. If your company has an 
unusual problem, that’s the kind of chal- 
lenge we welcome. 


IRVING TRUST COMPANY 


ONE WALL STREET 


Capital Funds over $121,000,000 


WituiaMm N. Enstrom, Chairman of the Board 


NEW YORK 15, N. Y. 


Total Resources over $1,300,000,000 
Ricuarp H. West, President 


Public Utilities Department—Tom P. WaLker, Vice President in Charge 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 





8 PAGES WITH THE EDITORS (Continued) 


sion, takes issue with the recent sugges- 
tions and arguments for a return to the 
replacement cost standard in the treat- 
ment of depreciation or in determining 
the rate base. He gives reasons why, in 
spite of inflationary trends, it would be 
unwise for either the regulators or the 
regulated industries to foresake estab- 
lished cost accounting principles. 


SPENCER B. Eppy, who is also known 
to his close friends as “CoLONEL Eppy,” 
was appointed as a member of the New 
York commission in September, 1945. 
He had already made a record as a mem- 
ber of the judiciary and as a brilliant 
soldier in two World wars. Born in 1895 
at Eddy’s Corners, Saratoga county, 
New York, he was educated at Union 
College and graduated (BS) after an in- 
terruption to serve his country in World 
War I. He was admitted to the bar in 
1921 and practiced law in Saratoga 
Springs until his appointment as a 
county judge in 1940. He left the bench 
for his commission appointment in 1945. 
In World War II he entered the Army 
as a Lieutenant Colonel and served on 
the staff of General MacArthur in Aus- 
tralia, New Guinea, and the Philippines. 


* * * * 


pe ge in contrast with the pre- 
ceding article by a regulatory com- 
missioner is the article “Original Cost 
Depreciation versus Replacement Cost” 
by E. A. STEINBERGER, consulting valua- 
tion engineer of Dallas, Texas, which 
begins on page 671, This author has con- 
fined himself strictly to a narration of 
actual construction costs, calculation of 
proper annual depreciation, and what he 
believes to be the fallacy and injury to 
the stockholder which result from basing 
the annual depreciation on original cost, 
as applicable to natural gas utilities sub- 
ject to Federal Power Commission regu- 
lation and the U. S. Bureau of Internal 
Revenue. 


Mr. STEINBERGER has been engaged 
in evaluation and depreciation studies of 
manufactured and natural gas properties 
for thirty years. For twelve years he was 
chief valuation engineer for one of the 
larger natural gas companies, and for 
the past ten years he has been a private 
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consultant in this field. He has testified 
before city, state, and Federal tax and 
regulatory commissions, as well as state 
and Federal courts throughout the South 
and Middle West. He is active in the en- 
gineering profession and is past vice 
president of The Technical Valuation 
Society, and associate editor of Technical 
Valuation. 
* * * * 


RDINARILY, FORTNIGHTLY authors 

have a background of profession or 
career experience covering many years. 
By way of variety an article in this is- 
sue gives us the viewpoint of a young 
man who is obviously preparing himself 
for a career in the public utility industry. 
He is Ropert C. Woopsury, whose ar- 
ticle on Niagara power development be- 
gins on page 687. Born in Dunkirk, New 
York, in 1929, Mr. Woopsury is a 
graduate electrical engineer from Rens- 
selaer Polytechnic Institute, and a gradu- 
ate of the Cornell Law School, specializ- 
ing in public utility regulation. He has 
already managed to find professional 
service in a junior capacity with Stone & 
Webster and Niagara Mohawk Power 
Corporation. 


THE next number of this magazine will 
be out June 4th. 
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Photocopies in SECONDS! 
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Exposed Developed 


with revolutionary, new 
SINGLE-UNIT 
TRANSCOPY DUPLEX 





Now you can make duplicate bills in a matter of seconds 
. .. copies of customer service records, correspondence, re- 
CHECK ports, diagrams or records of any kind —written, printed or 
ALL THESE BENEFITS drawn—up to 14)4 inches wide and of any length .. . all 
conedaenaglban with photographic accuracy .. . all with one, simple low 
TRANSCOPY DUPLEX : . ‘ : 

cost single unit—Remington Rand’s new Transcopy Duplex. 

























* Single Unit 
: HERE’S HOW TRANSCOPY DUPLEX WORKS 
* Economical ‘ ; 
+ No Installation Charge insert the document to be copied, with a sheet of Transcopy nega- 
tive paper, in the front slot of the unit. Electrically-driven belts 
¢ Use Anywhere , . : hae 
carry the sheets thru the unit, exposing the print and ejecting both 
° Compact — Sturdy sheets thru the second slot. Return the original to normal use and 
* Any Length Copy insert the exposed negative sheet with a sheet of positive Transcopy 
* Clean paper in the third, for development. Again, electrically-driven rollers 
* Versatile pull the sheets thru the developer and eject the sheets from the rear 
¢ No Darkroom slot. Wait just a few seconds for printing to take place, separate the 
* No Running Water sheets, and you have a perfect, ready-to-use positive print—black 
* No Drying Time printing on white background. 






Positive Prints 
Fastest Method we NEW YORK 10, NEW YORK 
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+ Simple to Operate | I 
a | Gentlemen: 

* 100% Accurate Please send me, without obligation, free folder P-344 explaining in ! 
* Two Models detail the operation of Transcopy Duplex. 
! NAME POSITION r 
I 
GET ALL THE ANSWERS —_ | 
IN FREE FOLDER ADDRESS 
‘ city. ZONE STATE I 
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Coming w te next issue 
* 


DANGERS OF THE AUTHORITY MECHANISM 


B. L. England, president of the Edison Electric Institute, gets to the heart of the con- 
troversy over government power production when he explains why the only means of 
showing the lower cost, compared with private industry production, aside from improper 
accounting, must lie in the avoidance of taxes and the ignoring of interest costs. He 
gives reasons why the authority mechanism should be approached with caution by public 
officials. 

WHY INTERIOR DEPARTMENT DROPPED THE HELL'S CANYON 

PROJECT 


We are still hearing repercussions in Congress and in the press over the forthright action 
taken by the Interior Secretary in refusing to block a private company's application for 
icense to build a power dam on the Snake river in Idaho. In this article Secretary Douglas 
McKay explains the broader implication of the present Interior Department attitude 
towards public and private hydroelectric power development. 


STATUS OF PUBLIC UTILITY REGULATION 


Criticism of public utility regulation by the commissions is nothing new. It has been 
going on ever since the commissions were established and probably will continue. Best 
evidence of the success of regulation is its endurance and steady performance under this 
constant pressure and counterpressure. John P. Randolph, general solicitor of the National 
Association of Railroad and Utilities Commissioners, pays a well-deserved tribute to the 
réle of the commissioner in the success of American utility industry. 


THE PUBLIC INFORMATION PROGRAM—A CHALLENGE TO THE 
INDUSTRY 


The Public Information Program is another electric utility industry movement which, in 
co-operation with the other industry associations, is striving for a better understanding 
of the purpose and objectives of the electric companies. Robert E. Ginna, chairman of 
this program, has covered this in a very readable account. 


NEW HORIZONS FOR THE ELECTRIC INDUSTRY 


Brighter opportunities greet the National Association of Electric Companies as it begins 
its ninth year of service to the electric power industry. Chairman of the board of the 


i 


NAEC, Robert A. Zachary, gives us some comments on the functions and outlook for that N 
important industry association. it 
REA "SUPER CO-OP" LEASES VALID? T 
One of the most widely discussed lega! differences between the Federal government and 
private electric industry is the litigation over so-called "super co-op" loans by the Rural al 
Electrification Administration. When such loans are used to channel REA appropriations 
into facilities to be leased and operated by other government power agencies, lawsuits 1 
have resulted. Richard L. Arnold. a well-known specialist in utility law of Texarkana 
Arkansas, gives us an analysis of this important issue. 7 
LETTER TO BEN FRANKLIN 
The long record of technical research and development between the "big three" electric v 
manufacturers and the electric utility industry, has not received the notice which it 9 
deserves. George W. Keith, well-known professional writer of Cincinnati, Ohio, brings 
together the facts adding up to this impressive record in an “open letter’ to Benjamin a 
Franklin. t 
EDISON—MOST USEFUL AMERICAN 4 
The record of inventions and mechanical discoveries which had been compiled by Thomas : 
A. Edison during his long and useful life, must be one to make the genius-hungry Russians / 
fret with envy. Henry F. Unger, professional writer, has listed some of the solid facts \ 
of Edison's triumphs which speak for themselves, without need of fiction or exaggeration. ; 
« 


* 


A | SO .. « Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, reviews, Washington gossip, 
and other features of interest to public utility regulators, companies, 
executives, financial experts, employees, investors, and others. 
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__PARIS ORIGINAL $100 


— 
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PARIS ORIGINAL $50 


WHY PAY DOUBLE? 


No MartrTer what you spend money for today, 
it pays to take a closer look at the price tags. 
There are, for instance, two ways of compiling 
an identical bill analysis. 


1. The high-cost way. You temporarily ac- 
quire, train and supervise a large clerical 
force. Completing the analysis job may take 
weeks; usually does. 


2. The low-cost way. You simply call us in 
and we turn out the job in a relatively short 
time on specially designed Bill Frequency 
Analyzer machines. The cost to you is often 
Y_ the expense of having the work done in 
your offices. 


Send for the booklet, “The One Step Method 
of Bill Analysis,” which tells more about this 


efficient and economical method of bill 
analysis. 


P.S. If you use punched cards for billing, we are 
also equipped to make your analyses from them 


Saves 50% in time and money! 


te J 


This Bill Frequency Analyzer—developed especially for 
utility usage data—automatically classifies and adds in 
300 registers—in one step. 


Recording and Statistical Corporation 
100 Sixth Avenue, New York 13, N. Y. 
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“There never was in the world two opinions alike.” 


C. H. Conway 
Secretary, Farmers Grain Dealers 
Association of North Dakota. 


BENJAMIN F, FAIRLESS 


Chairman of the board, U.S. Steel 


Corporation. 


THOMAS JEFFERSON 
(Excerpt from letter to 
James Monroe, 1791.) 


Ezra Tarr BENSON 
Secretary of Agriculture. 


Barry GOLDWATER 
S. Senator from Arizona. 


WALTER WILLIAMS 
Under Secretary of Commerce. 


RicHArp M, Nrxon 
Vice President of the 
United States. 


—MONTAIGNE 





“ 


We |farmers] do not like to be told to stand on our 
own feet after we have been off them for over twenty 
years.” 


¥ 


“If we don’t score now, we're liable to be benched for 
a long, long time—and so, I fear, is our system of free 
enterprise.” 


> 


“Tf we can prevent the government from wasting the 
labors of the people under pretense of taking care of them, 
they must become happy.” 


> 


“A lot of youngsters have been raised in the past twenty 
years with the idea that government support is a normal 
thing for farmers to expect at all times. That kind of 


thinking can lead to Socialism. We've got to get back to 
depending on ourselves in normal times.” 


> 


“[Government should] enter the economic scheme of 
things only in the occasional role of umpire and in assist- 
ing to create a proper atmosphere for this economic sys- 
tem of ours to work in. Government has overstepped these 
obligations in the past several years, and we have fresh 
history to remind us that government should not do this 
again.” 


¥ 


“T recognize that any kind of a decline in business ac- 
tivity can turn serious if the psychology of the moment is 
bad, but the slight (and I emphasize the word slight) 
readjustments which must follow a curb on government 
spending are of a healthy variety and not sufficient in 
themselves to hamper business seriously or to cause un- 
easiness among business leaders.” 


* 


“Greek mythology tells us of the giant Atlas who drew 
his strength from the ground. He could not be beaten 
until an enemy held him above the ground and thus cut 
off the source of his power, Government is like this giant. 
It draws its power and strength from the people. So long 
as it remains close to them it is healthy and vigorous. 
Once cut off from them it decays into tyranny.” 


12 
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This announcement is neither an offer to sell nor a solicitation of an offer to buy any of these securities, 
The offering is made only by the Prospectus. 
NEW ISSUE May 7, 1953 


100,000 Shares 
Long Island Lighting Company 
Preferred Stock, 5.25%, Series C 


(Par Value $100 Per Share) 


Price $100 per Share and accrued dividend 


The Prospectus may be obtained in any State from only such 
of the undersigned as may legally distribute it in such State. 


W. C. Langley & Co. Blyth & Co., Inc. The First Boston Corporation 
Smith, Barney & Co. Glore, Forgan & Co. Goldman, Sachs & Co. 
Harriman Ripley & Co. Hemphill, Noyes & Co. Kidder, Peabody & Co. 
Merrill Lynch, Pierce, Fenner & Beane Stone & Webster Securities Corporation 
Union Securities Corporation White, Weld &Co. Carl M. Loeb, Rhoades & Co. 


Paine, Webber, Jackson & Curtis Salomon Bros. & Hutzler Shields & Company 























Lo, the poor greyhound 


With all his reputation for speed, he can't hold a 
candle to Sorg when it comes to meeting a rush- 
rush deadline. Sorg. for over thirty years special- 
ists in all types of financial, corporate and legal 
printing, is uniquely geared to combine speed 
with unerring accuracy. 
We handle design, specification of format, com- 
position, printing, binding and mailing all under 
one roof... we're available round the clock 
. we offer the use of procedure manuals, 
conference rooms, transportation facilities. But 
most important of all, we maintain a standard of 
quality consistent with the prestige of our clients. 


CONFIDENTIAL | . 
SERVICE - 


SINCE 1920 fm 
~ PRINTING CO., Inc. 


80 SOUTH ST., NEW YORK 38, N.Y. 


Financial, Legal, GConporale Pravilors 








Chicego Associate London Associate 
| MeCORMICK ond HENDERSON, inc. The LEAGRAVE PRESS, itd. 





REMARKABLE REMARKS—( Continued) 


Douctas McKay 
Secretary of Interior. 


Joun J. MANN 
Chairman of the board of 
governors, American Stock 

Exchange. 


CHARLES R. SiiGH, Jr. 
President, National Association 
of Manufacturers. 


SINCLAIR WEEKS 
Secretary of Commerce. 


SpeENcER B, Eppy 
Member, New York Public 
Service Commission. 


DwiGHTt EISENHOWER 
President of the United States. 


Tuomas E, Dewey 
Governor of New York. 


EprtortAL STATEMENT 
New England Letter. 


WILLIAM Henry CHAMBERLIN 
Columnist. 


MAY 21, 1953 


“T believe in conservation, but we must be realistic.” 


* 


“Steps should be taken to relieve corporations and stock- 
holders of inequitable tax burdens.” 


» 


“Elimination of wasteful and extravagant spending 
policies . . . would go far toward bringing expenditures 
into line with revenues. Elimination of needless government 
projects, and postponement of others until we have a 
smaller defense burden, will do the rest.” 


> 


“Businessmen who talk about economy in principle and 
then act through their lobbies for special benefits are 
often to blame for a share of the high cost of govern- 
ment.” 


* 


“Accounting is the most effective weapon in utility 
regulation—perhaps something like the atom bomb which 
should be controlled by the wise and the just; in other 
words, by our side.” 


* 


“The prospect for large continued requirements for re- 
sources and raw materials means we shall have to rely 


increasingly upon new sources, new technology, and more 
rigorous conservation.” 


> 


“We have been led to forget that private industry is a 
far larger factor in our economy in terms of both in- 
come and expenditures than is government, and that the 
ultimate purpose of our productive activity is the satis- 
faction of human wants through goods and services for 
the consumer.” 


* 


“To maintain our solvency and integrity as a nation, 
we have no alternative but to return to the fundamental 
principles that have been responsible for our greatness. 
Thrift, hard work, pay-as-you-go, incentives for business 
enterprise, and rising productivity are among the founda- 
tion stones of what is called the American system.” 


* 


. .. the historic American conceptions of such funda- 
mental human rights as freedom of religion, speech, 
press, and assembly are that these are rooted in natural 
law and may not be modified or tampered with by gov- 
ernment. This is certainly a safer and sounder concep- 
tion than the modern tendency to regard human rights 
like almost everything else, as a province of government. 
For what the government may implement it may also 
restrict and even destroy.” 


“ 
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we keep help on tap for top management... 


At your fingertips, through Exsasco, is the specialized help of engineers, constructors 
and business consultants. In a single organization Epasco combines top-flight talent 
with experience that penetrates virtually every phase of the utility industry. 


Exsasco is flexible. It can concentrate on a specific, immediate problem... or on a 
whole broad range of operations. It includes the functions of engineers, designers, 
financial consultants, sales and marketing specialists, cost analysts—whatever spe- 
cialized skills the problem calls for. 


Epasco men have designed and constructed over one billion dollars worth of new 
plants. They have built pipelines; made business studies upon which bankers and 
other executives have based important decisions; helped solve production problems; 
assisted in developing industrial relations programs. For nearly fifty years, Epasco 
has served business and industry in all parts of the world. 


To find out how Ebasco can serve you, send for your free copy of “The Inside Story 
of Outside Help.” Address: Ebasco Services Incorporated, Dept. W, Two Rector 
Street, New York 6, N. Y. 


EBASCO SERVICES 


Pattie INCORPORATED 
AE New York + Chicago - Washington, D.C. 
BASCOM + Muigat  Desies States - ConstigEngenng Design & Construction + Financial 
adustrial Relations - inspection & Expediting - insurance, Pensions & Safety 
“een, cosoee™ enetubatane + Purchasing - Rates & Pricing - Research - Sales & Marketing 
Systems & Methods - Taxes - Traffic - Washington Office 
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DELTA-STAR 





INDOOR 
SWITCHING 
EQUIPMENT 


Combines Economy 


and Service 


The complete line of Delta-Star Indoor 
Switching Equipment has been proven 
by wide-spread acceptance and use 
through years of service. Exclusive 
features of design reduce overall cost by 
reducing installation time and keeping 
maintenance expenditures at an 
absolute minimum. 





Construction is simple and sturdy. 
High pressure silvered contacts prevent 
oxidation and reduce current loss. These 
switches comply with all NEMA 
standard ratings and will carry full rated 
loads continuously without undue 
heating. Engineered and built throughout 
to Delta-Star exacting standards for 
long and efficient life. 


7.5 k vto 34.5 k V 400 amp. to 500 amp., Hook or Group Operated 


WHEN YOU WANT THE BEST IN HIGH VOLTAGE SWITCHES, SPECIFY DELTA-STAR 


DELTA-STAR ELECTRIC DIVISION 


——_—Za~ 


H. K. PORTER COMPANY, INC. 
% — « 





2437 FULTON STREET, CHICAGO 12, ILLINOIS 
DISTRICT OFFICES IN PRINCIPAL CITIES 
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New Internationals are proved all 3 ways 


You take the guesswork out of 
truck buying when you buy Inter- 
national trucks. They are proved 
all three ways to give the perform- 
ance you want at the lowest cost: 


1, Proved BEFORE They’re Built 
-at the world’s most advanced 
alltruck engineering labora- 
tory. The results—longer truck 
life, reduced operating and 
maintenance cost—give you 
more truck for your dollar. 

2. Proved AFTER They’re Built— 
at the “Desert Whipping Post,” 
4000-acre Proving Ground in 
Arizona. 


3. Proved in SERVICE—by Amer- 


ica’s most cost-conscious truck 
operators. Every new Interna- 
tional truck embodies the ad- 
vanced engineering principles 
that have kept Internationals 
the heavy-duty sales leader for 
21 straight years. 


See them. Compare them. Drive 
them. Ask your nearest Interna- 
tional Dealer or Branch for all the 
facts. 

America’s Most Complete Line 
168 basic models from 14-ton to 90,000- 
lb. GVW rating. . . 307 new features 

. 29 engines available with widest 
practical choice of gasoline, LPG or 
diesel power . . . 296 wheelbases. 


INTERNATIONAL HARVESTER COMPANY + CHICAGO 





Rolling shop on the job. New Internationa! Model 
R-120 with special service-utility body—77 and 89-inch 
lengths. 115 and 127-inch wheelbases. All compart- 
ments triple-sealed to keep out dust and moisture. 


International Harvester Builds McCormick Farm Equipment and Farmall Tractors ...Motor Trucks... 'ndustrial Power... Refrigerators and Freezers 


Better roads mean a better America 


INTERNATIONAL TRUCKS 


Standard of the Highway 
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All of these shares having been sold, this advertisement appears as a matter of record only. 


New Issue 


70,000 Shares 


Texas Power & Light Company 
$4.84 Preferred Stock 


(without nominal or par value) 


Price $99.79 per Share 


Plus accumulated dividends from May 1, 1953 


Copies of the Prospectus may be obtained from such of the several 
underwriters, including the undersigned, as may legally offer these 
securities in compliance with the securities laws of these respective States. 


Union Securities Corporation 
Kidder, Peabody & Co. Merrill Lynch, Pierce, Fenner & Beane 
Salomon Bros. & Hutzler White, Weld & Co. 


May 8, 1953 
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Serving the public 


and industry 
24 hours a day! 


COLUMBIA 
. GAS 
SYSTEM 


The Manufacturers Light and Heat Company 


United Fuel Gas Company 
The Ohio Fuel Gas Company 
Atlantic Seaboard Corporation 
Amere Gas Utilities Company 
Virginia Gas Distribution Corporation 


Big Marsh Oil Company 
Central Kentucky Natural Gas Company 


Binghamton Gas Works 
Cumberland and Allegheny Gas Company 


Home Gas Company 
The Keystone Gas Company, Inc. 
Natural Gas Company of West Virginia 


The Preston Oil Company 
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This was the 
last word ty 
in 1908 . al Wi 


* 


___ But this is what everyone,wants today! 


Gasa pack 
Water-Heater 


Control 


Framer engineering techniques have made today’s ex- 
cursion boat tops in comfort, safety and efficiency. 
And advanced engineering in the A-P Model 50 Gasapack 
gives you simplicity, space-saving design and reduced as- 
sembly and service costs. 

All necessary controls . . . main and pilot cocks, pilot 
filter, 100% automatic shutoff, safety pilot and automatic 
main valve are built into one compact unit. You get close, 
even temperature control with manufactured, natural and 
L-P gases. And the Model 50 Gasapack can be positioned 
inside or outside heater casing, providing the utmost free- — 
dom in design and styling. Model 50 Gasapack can be mounted as one unit with burner, 


Complete assembly can be installed or mounted in only a few 
You'll get lower costs . . . faster assembly . . . easier minutes. 


service, with this modern A-P Control. Write for bulletin 


G210 today. 


ee 


Temperature-sensitive, 
contact-type thermo-bulb 
eliminates spud project 


: f ing into tank, Prevents 
| -p (0 n T R 0 L$ (0 R PO n H Tl 0 Nn ; f ie A all possibility of water 
E 1 on A leakage due to spud com 

2470 N. 32nd Street, Milwaukee 45, Wisconsin Perr aIPE EEE : , nections, 


In Canada: A-P Controls Corporation, Ltd., Cooksville, Ontario 
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VOLTAGE IMPROVEMENT obtained with switched capacitors is discussed by F. M. Reed, 
(right), System Planning Engineer for Pennsylvania Electric, and A. M. Dawson, G-E Sales 
Representative. Blackboard diagram summarizes effect of capacitors on system regulation, 


G-E switched capacitors help regulate 


voltage on Penelec’s whole system 


120,000 kvar of capacitors give system-wide voltage-boost, 
release kilowatt eapacity—reduce system investment. 


To complement its generator bus regula- 
tion, the Pennsylvania Electric Company 
of Johnstown, Pa., has installed 120,000 
kvar of switched capacitors. Within the 
next year, this will be increased to 150,000 
kvar or 1 kvar for every 3.64 kw of its 
estimated 1953 peak load of 546,000 kw. 

The automatically controlled capacitors 
assure adequate local generation of kilovars 
and provide a needed voltage boost on distri- 
bution circuits. But they do more than this. 

By relieving transformer, transmission, 
and generating facilities of reactive load, 
the capacitors reduce voltage drop and im- 


prove voltage regulation throughout the 
entire system—as much as 20% at full 
load at the distribution level. 

This permits the Penelec system to carry 
more kilowatts within the limits of good 
regulation. And since the cost of capacitors 
needed to release capacity is less than the 
cost of new capacity, the system investment 
per kilowatt is reduced. 

G-E capacitors may prove economical on 
your system, too. For more information, 
get in touch with your local G-E Apparatus 
Sales Office. General Electric Company, 
Schenectady 5, New York. 441-1E 


GENERAL @@ ELECTRIC 
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IBM Accounting permits the design WARREN WATER WORKS ; <2 
of a bill to meet the requirements ae ‘eatased 
of any utility company. Data may 

be as complete as desired and 

appear in different positions on 

the bill. Bills may have one or more 

stubs for collection control purposes 

and may include duplicate records— Sones 
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without loss of preparation time. one 
Billing efficiency is just one 

of many advantages 
IBM Accounting DELTA GAS AND ELECTRIC CO. 
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Southeastern Electric Exchange begins industrial power sales conference, Charleston, 
5. 6. 53. 





{ Interstate Power Club begins joint meeting with Power Engineer’s Association, New 
Haven, Conn., 1953. 





§ Midwest Transit Association ends 3-day annual convention, St. Louis, Mo., 





" National Association of Electrical Distributors begins annual convention, Chicago, IIl., 
953. 





© United = Independent Telephone Association begins executives’ conference, Chi- 
cago, Iil., 1953. 





§ American Institute of Electrical Engineers begins electric heating conference, Detroit, 
Mich., 1953 





American Gas Association ends 3-day production and chemical conference, New York, 
. ¥ 53. 








The Natural Gas and Petroleum Association of Canada begins meeting, London, 
Ontario, Canada, 1953. 





Arkansas Butane Dealers Association will hold convention and trade show, Little Rock 
Ark., June 7-9, 19 





National Association of Radio Farm Directors will hold spring meeting, Houston, Tex., 
June 7-10, 1953. 





National Association of Electrical Distributors, Pacific Zone, will hold spring meeting, 
Pasadena, Cal., June 8-10, 1953. 





Zz JUNE oy 





q Edison Electric Institute begins annual convention, Atlantic City, N. J. 





© National District Heating Association will hold annual meeting, Chattanooga, Tenn., 
June 9-12, 1953 





q Pennsylvania Independent Telephone Association begins annual convention, Pocono 
Manor, Pa., 1953. 
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Accounting Trends in Utility 
Regulation 


This article is in substance a restatement of the comments 
expressed by the author at the recent Chicago convention of 
the Edison Electric Institute-American Gas Association Na- 
tional Conference of Electric and Gas Utility Accountants. 
Commissioner Eddy's discussion caused such widespread reac- 
tion that he agreed to its presentation here as a feature article. 


By tHE HONORABLE SPENCER B. EDDY* 
MEMBER, NEW YORK PUBLIC SERVICE COMMISSION 


curred throughout the years in 

utility accounting have been oc- 
casioned by the doctrine of expedi- 
ency. When a regulatory commission 
yields to that doctrine, it is mortgag- 
ing the future for the benefit of the 
present. It is charging the proper ex- 
penses of 1953 to some future year 
not determined. It is a wrong and 
cowardly thing to do. If you yield to 
the same temptation known to the 


, NHE greatest sins which have oc- 





*For additional personal note, see “Pages 
with the Editors.” 
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trade as “dressing up the balance 
sheet,” it is equally wrong. 

If you will think for a moment of 
the problems that face us, you will re- 
call that most of them were the result 
of the doctrine of expediency, and that 
they seemed like good ideas at the 
time. Let us recall a few: 

For fifty years the doctrine of re- 
production cost has haunted us— 
sometimes supported by the utilities 
and sometimes by many regulatory 
commissions — the view changing 
with the changing of price levels. 
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How did the doctrine come into 
being? Was it the result of anyone’s 
profound conviction or did its popu- 
larity wane and rise because of an 
inherent soundness in the philosophy 
or lack of it? It came into being for 
one reason and one reason only. It was 
a much easier way to try a freight rate 
case than to determine the legitimate 
investment or apply any other stand- 
ard. All you needed was a glib witness 
and you could forget the company’s 
books. 


W= about the greatest problem 
which today faces the utility 
industry : the constant growth of pub- 
lic power not only in the field of gen- 
eration but in the field of distribution ? 
What produced the rural electrification 
program? Was the demand of people 
for service in areas believed to be mar- 
ginal, and many utilities and many 
regulatory commissions preferred gov- 
ernment intervention as a solution 
rather than face the problem of fur- 
ther investment, or because of fear 
that the extension of facilities beyond 
the centers of population would even- 
tually lead to increased rates? You 
know that some companies encouraged 
the co-operatives to the extent of giv- 
ing engineering assistance and, in 
obedience to the doctrine of expedi- 
ency, having gotten rid at the time of 
what was believed to be skim milk, 
they now object to the advocates of 
public power going into the cream 
business as well. 

Now to labor the point may I refer 
you to the authority of Holy Writ as 
stated by Moses in the Book of Num- 
bers? I quote from Numbers rather 
than the earlier version in the Book of 
Exodus because the accountants would 
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probably regard Numbers as the better 
authority: “The iniquities of the 
fathers shall be visited unto the chil- 
dren even to the third and fourth gen- 
eration.” I leave the theology to 
others; but that statement is as sound 
economics and as sound a principle of 
accounting today as it was four thou- 
sand years ago. The dangers of the 
doctrine of expediency may not be 
manifest at the moment but they carry 
over and haunt the future. In the light 
of this approach our decisions upon 
the problem of utility accounting must 
be made not because they appear to be 
of temporary advantage either to the 
utility involved or the public that it 
serves. Let us consider some of the 
problems which confront us. 


HE first is pension accounting. 
We have seen within our lifetime 
a complete change in the concept of 
pensions. It was not too long ago that 
the prevailing regulatory view was 
that the cost of pensions based on serv- 
ice prior to the institution of the pen- 
sion plan was properly charged to sur- 
plus. Today pensions are properly re- 
garded as part of compensation and, 
therefore, a present operating cost. 
The problem does not end here. We 
have, as you all know, many plans 
which are called noncontractual plans; 
that is, plans in which the company re- 
serves the right of termination at any 
time. Hence, it is argued that there is 
no legal liability; and there being no 
liability, proper accounting cannot and 
should not show as a liability on the 
balance sheet the amount of future ob- 
ligation which in all probability must 
be met. 
That position is legalistically cor- 
rect; but you know and I know that 
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whether we style a pension plan con- 
tractual or noncontractual, no com- 
pany, having established such a plan, 
can fail to continue it without facing 
the prospect of interruption of service 
due to strikes. 

I am familiar with one company 
which has such an agreement. It is now 
in bankruptcy. The amount of its 
liability for future pensions, I am told, 
exceeds all of its assets, most of which 
are pledged. While the Uniform Sys- 
tem of Accounts does not provide for 
good will on the asset side, assuming 
no satisfactory arrangement can be 
made with the employees, there ought 
to be a very large item for ill will on 
the liability side. Unless, and until, we 
recognize the fact that the utilities of 
this country are largely committed to 
some form of pension plan, and unless 
we provide for that liability by current 
and proper charges to operating ex- 
penses, we are mortgaging the future 
and we are sowing the seeds of future 
financial instability. There is no pat 
or easy solution. I but state the prob- 
lem and point out the principle that we 
must provide for paying today’s pen- 
sion bills today. 

The complete disclosure of the plan 
by a footnote to the balance sheet is a 
forward step. 


A= problem is the treatment 
of the accelerated amortization 


@ 


for tax purposes where the amount in- 
volved is material. The prevailing and 
the sounder view appears to be that, 
for the purpose of establishing rates, 
depreciation should be spread over the 
useful life of the property and not over 
the period fixed for tax purposes. The 
doctrine of expediency tempts us to 
immediately take the tax credit to im- 
prove the balance sheet or to avoid a 
rate increase. Such treatment, how- 
ever, distorts not only the present but 
the future income. It logically follows 
that if depreciation for rate purposes 
is to be figured over the useful life of 
the property that the tax saving must 
likewise be spread over the same pe- 
riod. Again most regulatory bodies 
are in accord. 

There is, however, no such agree- 
ment as to the accounting treatment. 
Some authorities insist that the tax 
saving should go to surplus but that 
that surplus should be restricted. An- 
other view — and I urge the correct 
view—is that the tax saving should ap- 
pear as a reserve. 

All of you will agree that a balance 
sheet should be as simple as possible, 
should be understandable, and should 
not be capable of misconstruction. 


a surplus may be a de- 
vice which is necessary under 
some conditions but you will find 
many security analysts who treat it as 


years in utility accounting have been occasioned by the 


q “THe greatest sins which have occurred throughout the 


doctrine of expediency. When a regulatory commission 
yields to that doctrine, it is mortgaging the future for the 
benefit of the present. It ts charging the proper expenses of 
1953 to some future year not determined. It is a wrong and 


cowardly thing to do.” 
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if surplus were entirely free. A larger 
than normal increase in surplus in any 
year calls for an explanation to those 
who wish to know the truth. To those 
whose approach is more casual, it 
tends to indicate earnings above the 
average. A decreasing surplus is far 
from an encouraging sign. A reserve 
is obvious and a reduction in a reserve 
does not carry the implications of a 
reduction in surplus. 

This reasoning applies just as much, 
perhaps more, if the proposal to 
change the term “Earned Surplus” to 
“Retained Earnings” is adopted as 
part of the Uniform System of Ac- 
counts. Space does not permit me to 
comment upon this proposal “to 
change the name of the state of Ar- 
kansas”; but may I point out one in- 
evitable logical result of making this 
change? The surplus reconciliation 
which is such an important part of any 
statement must disappear. If the ac- 
count is “Retained Earnings,” then 
the adjustments logically must appear 
as part of the income statement. 


SS prey we are on the subject of 
the proposed changes in the 
Uniform System of Accounts, it 
might be well to discuss the proposal 
to move the depreciation reserve 
from the liability side; the proposal 
violates one of the primary tenets of 
utility accounting. Much energy and 
much money have been devoted to 
cleaning up utility balance sheets and 
to stating accounts correctly. The 
property account is one that can and 
should be determined with exactness. 
A reserve by its very nature is an esti- 
mate. This is particularly true of a de- 
preciation reserve. 

We know, despite all of the care and 
MAY 21, 1953 


the study which have been given to the 
subject, that a depreciation reserve is 
never a matter of demonstrable mathe- 
matical exactness. Of what meaning 
would be a net plant figure in a com- 
pany which uses the retirement reserve 
method? And how could such a figure 
be comparable in comparing the bal- 
ance sheet of that company with one 
which uses straight-line depreciation 
accounting? In New York state nearly 
all of the utilities have been persuaded 
to use the straight-line method. Most 
of them, where there were inadequate 
reserves, have made those reserves 
adequate. The annual rates of de- 
preciation have been fixed with care 
but as we periodically review the re- 
serves of these companies, we find that 
the improvement in the art and the 
addition of plant expansion as against 
replacement have changed the lives 
which might be expected. 

What do we achieve by this sug- 
gested change? First, we change an 
asset account, which is ascertainable, 
to an asset account which is a matter 
of judgment; and, worse, we get a re- 
sult which to the casual public appears 
to be a certification of the correctness 
of the asset account which is the main 
factor in the rate base. 


a in those cases where a deter- 
mination has been reached as to 
the adequacy of the reserve and the 
propriety of the depreciation rates, a 
determination most helpful in the 
speedy and just determination of rate 
cases, we are still dealing with an esti- 
mate which should be constantly re- 
viewed. The best way to emphasize 
that fact is to continue the account as 
a reserve upon the liability side of the 
balance sheet. 
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The Illusion of Socialism 


ee HERE are those who believe it easier to turn over to a socialistic 

national government all of the problems that face us, who believe 
that the utility industries have no place in our economic future. One 
form of insurance against this tendency is sound and effective regula- 
tion. Regulation is neither sound nor effective if it indulges in or per- 
mits trick accounting to bring about a present-day expedient result. 
Regulation is neither sound nor effective if it mortgages or permits the 

mortgage of the future to pay today’s bills.” 





We have had several cases where 
agreement has been reached as to the 
amount of the deficiency in the reserve 
but where, for reasons forming no part 
of this discussion, the company has 
been unable immediately to make good 
the reserve. Nevertheless, it was de- 
sirable that there be a permanent rec- 
ord of the ascertained deficiency. In 
those cases we have adopted this ac- 
counting. The actual reserve appears 
upon the balance sheet. Upon the 
books the computed reserve has been 
entered with a subaccount showing the 
deficiency in red. As transfers are 
made to the reserve the subaccount in 
red gradually will be written off. 


Sb meet the impact of inflation 
many regulatory theories and ac- 
counting formulae have been ad- 
vanced. These fall withintwoextremes. 
One, it is the duty of the regulatory 
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commissions to insulate and to insure 
the investor in utility equities against 
inflation—that because the purchasing 
power of his dollar has been cut in 
two, the investor’s dollar return should 
be doubled. The other extreme argues 
that since any increase in the cost of 
living, in theory at least, adds to the 
inflationary spiral, it is the duty of the 
regulatory commission to be as nig- 
gardly as possible in any increase in 
utility rates. 

I cannot agree with either point of 
view. 

Inflation was deliberately encour- 
aged by our Federal government to 
meet nation-wide economic problems. 
We devalued the dollar. We killed 
part of our pigs and increased govern- 
ment expenditures to fatten the bal- 
ance. We artificially made available 
cheap money. You can think of many 
others. Whether these things were 
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right or seemed wise at the time they 
were undertaken is not part of this 
discussion. They occurred. Then more 
recently our great military expendi- 
ture as the result of the Korean war 
further inflated the economy. Just as 
the causes of inflation were national 
in scope so are the remedies that may 
be exercised. The effect of the acts of 
the regulatory commissions upon the 
pattern of the inflationary spiral is 
minor. Assuming that a regulatory 
commission attempts to completely 
protect the utility investor from the 
damage or inflation, these efforts can 
be rendered completely impotent by 
the pattern of the national tax laws. 


NFLATION is a condition with which 

we have to live. We are in a period 
of expanding economy in the utility 
field and it is our mutual duty to see to 
it that the new money which is needed 
to render adequate service is obtained 
at the lowest possible cost. High capi- 
tal costs must be paid by future rate- 
payers. 

To obtain the needed money utili- 
ties must compete in the money mar- 
ket. If all forms of industry were 
equally affected by inflation, the com- 
petitive problem would be minimized. 
We know, however, that the utility 
must compete against the industrial 
company which traditionally enjoys 
high income in periods of expanded 
business activity, and particularly 
against that class of industrial enter- 
prise, like the oil industry, which 
seems to enjoy tax advantages. In 
short, the utility is competing against 
investments which appear to furnish a 
greater hedge against inflation. Hence, 
the argument of some economists is 
that if we are to compete in the money 


market, regulation of utilities must be 
on a basis which likewise appears to 
offer the same hedge. 

Time will not permit of my discuss- 
ing in detail the many recent account- 
ing theories. They may be discussed 
together. Each one attempts some 
method of equalizing the impact of in- 
flation by revaluing the dollars of in- 
vestment rather than the property, 
differing fundamentally from the 
“fair value” concept where reproduc- 
tion cost of plant is a material ele- 
ment. One of the examples which will 
come to mind is the proposal to accrue 
depreciation upon a_ replacement 
rather than cost basis. Another is to 
revalue the investment in terms of the 
decreased purchasing power of the 
dollar. Each one has the same claimed 
objective in view — the increase of 
earnings upon the equity investment. 
They all present a temptation and an 
expedient answer to our mutual prob- 
lem. I use the word “expedient” de- 
liberately and advisedly because any 
rule of regulation which produces a 
high return in periods of high inflation 
must of necessity produce a low return 
in periods of deflation. 


ne one of the proposals, 
the historic cost of capital theory, 
to its logical conclusion probably 
would give most major utilities a 
higher rate of return than they are re- 
ceiving; but the most controversial 
case which has been decided recently 
was decided upon that precise theory 
by the Federal Power Commission. I 
make no point of whether or not in 
that case the historic cost theory was 
correctly applied or whether the de- 
cision was right. I cite the example 
only to stress the fact that a theory of 
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regulation which may appear to be 
favorable to one party on one day may 
be far from favorable to someone else. 

If as a cushion against inflation we 
adopt the policy of revaluation, 
whether we take it in terms of pur- 
chasing power dollars or in some other 
way, we commit ourselves to the doc- 
trine that revaluation is a sound meth- 
od of fixing utility rates. The percent- 
age of high-cost postwar plant is con- 
stantly increasing not alone because of 
the great expansion made necessary to 
meet demands, but also because each 
year more and more low-cost prewar 
plant is being retired. Most companies 
have borrowed a large proportion of 
the money to install this high-cost 
plant. Some of these loans are going 
to become due and payable in the not 
too distant future. If we expect over 
the years (and it always has hap- 
pened ) a decline in the price cycle, and 
that cycle coincides with the refund- 
ings which will be necessary, and if we 
have committed ourselves to the doc- 
trine of revaluation, the problems of 
refinancing will be extremely serious 
and difficult. 


W: can expect an increase in plant 
at current prices over the im- 
mediately foreseeable future. Under 
some of the revaluation theories a 
moderate decline in the price cycle, or 
conversely an increase in the purchas- 
ing power of the dollar, would short- 
ly produce a rate base in some of the 
rapidly growing utilities below an 
original cost rate base; and if the price 
cycle should drop to its prewar figures 
I will leave to imagination the disaster 
that would ensue. 

What am I trying to say here? If 
regulation is committed to trick for- 
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mulas and the unsound doctrine of re- 
valuation today when it may seem to 
be of benefit, it is a doctrine utilities 
are going to have to live with in the 
future. Utility companies cannot 
change the rules of the game when it is 
to their advantage and then ask to have 
the rules changed when it hurts. 
They cannot wallow in economic 
hogwash and not have some of it stick. 
Let me put it another way. In times 
of depreciation the price level falls. In 
times of depression business is less- 
ened. If we proceed on such a valua- 
tion theory, the base upon which utili- 
ties may earn drops and the combina- 
tion of the factors results in a low in- 
come at a time when it is most needed. 


W: have two types of investors— 
one who because of tax laws is 
primarily interested in market appre- 
ciation; the second who is interested 
primarily in continuity of earnings. It 
is to that latter class that premium 
utility stocks appeal. 

The stability of the utility industry 
in this country depends upon the 
stability of earnings. The greatest ex- 
ample that we have had is the fact that 
the American Telephone and Tele- 
graph Company has well over twelve 
hundred thousand stockholders who 
have bought that stock largely because 
of their belief in the stability and regu- 
larity of the $9 dividend. I venture to 
say if over the last thirty years the 
dividend had averaged $9.50 or $10 
but had fluctuated from $12 to $4 and 
followed the pattern of industrial 
stocks, it would not have the invest- 
ment attraction that it has. 

Another great objection to any of 
the revaluation theories is that in the 
trial of any rate case it opens more 
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points to controversy. It becomes a 
battle of the experts; and I think that 
both utility and regulatory commis- 
sion experience is that those retained 
by commissions are inclined to believe 
their own experts and not the com- 
panies’. A rate case where the plan 
cost is beyond dispute, where the ade- 
quacy of the depreciation reserves and 
annual rates are not in controversy, 
can be quickly and speedily disposed 
of. If we use the replacement basis of 
depreciation, do we use the expected 
future cost of replacing existing prop- 
erty which we know will not be dupli- 
cated, or do we usurp the functions of 
management and compute it upon the 
future cost of the type of plant that 
regulatory commissions predict will be 
installed in the future? A rate case 
where the depreciation must be com- 
puted on a replacement basis or where 
the investment must be recomputed in 
terms of the purchasing power of the 
dollar is interminable. 


HE processes of regulation are too 

complicated as they now exist. 
Greater simplicity not greater com- 
plication should be our aim. 

Relief can be given, where relief is 
needed, without indulging in formulas 
or in theories that may come back to 
haunt us in the future. The answer lies 
in what is one of the fundamental 
principles of regulation; that a utility 
is entitled to earn sufficient to attract 
money to the enterprise. There is noth- 
ing sacred about a 6 per cent rate of 
return or a 5 per cent rate of return or 
an 8 per cent rate of return. The rate 
of return must and should vary, de- 
pending upon the necessary and logical 
cost of money computed not on any 


spot basis but over a reasonable cycle. 
So long as the rate of return is ade- 
quate to attract capital, the financial 
integrity of the utilities of this country 
will be safe. 

We have received a great heritage 
made possible by individual enterprise 
and a belief that individual conscience 
will show us those things which are 
right. We are presently faced with 
great dangers from without. An es- 
sential part of our defense against 
those dangers is a strong economy 
within. This is not time for us to shrug 
off our problems and pass them on to 
our children at a time when they are 
faced with the problem of survival. 

One form of insurance against this 
tendency is sound and effective regu- 
lation. Regulation is neither sound nor 
effective if it indulges in or permits 
trick accounting to bring about a pres- 
ent-day expedient result. Regulation 
is neither sound nor effective if it 
mortgages or permits the mortgage of 
the future to pay today’s bills. 


I HAVE no termerity in saying to the 
utility accountants that if they per- 
mit the adoption of accounting prac- 
tices which are based upon the doc- 
trine of expediency, they are betray- 
ing a great profession; and if those 
of us who are in the regulatory field 
join in following false gods, together 
we are betraying a great heritage; and 
instead of making it easier for the 
future, we are adding burdens. 

I strongly suspect that much of this 
will be criticized by members of the 
accounting profession and by members 
of my own regulatory profession. I 
hope it will not be said that my remarks 
were governed by “expediency.” 
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Original Cost Depreciation versus 
Replacement Cost 


A narration of actual construction costs, calculation 
of proper annual depreciation, and what the author 
believes to be the fallacy and injury to the stock- 
holder which result from basing the annual depre- 
ciation on original cost, as applicable to natural gas 
utilities subject to Federal Power Commission regu- 
lation and the U. S. Bureau of Internal Revenue. 


By E. A. STEINBERGER* 


A T long last this writer’s theory for 


a number of years, of basing 
annual charges for depreciation 
on “current replacement costs” instead 
of “original cost,” is receiving more 
and more attention on the part of those 
specializing in depreciation and rates 
of return for regulatory utilities. 
Along this line Francis X. Welch, 
managing editor, Pusitic UTILITIES 
FORTNIGHTLY, included among his 
“Predictions of Events for 1953,” in 
the January 1, 1953, issue, under No. 
4, the following: 
Changes of rate procedure and pol- 
icy. Impact of inflation is likely to be 


sustained throughout the year, causing 
state commissions to give more atten- 


*For personal note, see “Pages with the 
Editors.” 
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tion to the problem of property replace- 
ment and the need for higher returns 
to keep investors interested. This is 
more likely to be done by decision than 
by actual change in legislative statutes. 
The “bookkeepers” may lose their firm 


grip. 

The present writer is a stockholder 
of several utility companies (subject to 
Federal Power Commission regula- 
tion, under the Natural Gas Act), 
and an engineer with thirty years of 
practical experience in valuation and 
depreciation studies of natural and 
manufactured gas properties. 

As a stockholder, he has the painful 
experience of continually receiving a 
lessening annual return of dividend on 


1“The Washington Outlook for Public Utili- 
ties—1953,” Vol. LI, No. 1, page 3. 
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his original investment, due to the de- 
clining purchasing power of his divi- 
dend dollar, without a corresponding 
increase in the dividend rate. 

As a practicing consulting valuation 
engineer, it is his duty to maintain con- 
tinuous construction cost records and 
data. These records are not based upon 
general information, such as “build- 
ing costs” or “consumers’ price in- 
dexes,” as published by the various 
state and national bureaus and depart- 
ments, but are derived from analysis 
of actual construction cost records. 
General cost indexes, such as stated 
above, are unreliable and wholly mis- 
leading, unless they cover only the 
identical items of material used and 
comparable labor employed in cost 
comparisons. 


N this article, the writer shall con- 
fine himself strictly to a narration 
of actual construction costs, calcula- 
tion of proper annual depreciation, and 
the fallacy and injury to the stock- 
holder by basing the annual deprecia- 
tion on original costs, as applicable to 
natural gas utilities subject to Federal 
Power Commission regulation and the 
U. S. Bureau of Internal Revenue. 

Practically every gas utility execu- 
tive is by now very familiar with the 
famous Hope Natural Gas Company 
Case,’ of which one of the high court 
justices said, “This shall lay the ghost 
of Smyth v. Ames.” 

Well, did it “lay the ghost” or did 
it create a new one? Here is what the 
majority of the august Supreme Court 
of the United States ruled, in regard 
to basis of depreciation: Annual de- 


2 Federal Power Commission v. Hope Nat. 
Gas Co. (1944) 320 US 591, 51 PUR NS 193, 
88 L ed 333, 64 S Ct 281. 

8 (1898) 169 US 466, 42 L ed 819. 


preciation of natural gas property 
should be based ‘“‘on cost. By such a 
procedure the utility is made whole 
and the integrity of its investment 
maintained. No more is required.” 

Toa practical engineer, who has be- 
fore him actual construction cost rec- 
ords for over a period of more than 
fifty years, the words “no more is re- 
quired” reads like something out of a 
fairy book—or the promises of the 
past twenty-odd years, that we soon 
will have reached the Utopia, where 
everything will be evened off. 

The above decision was written in 
1944—a short eight years ago—and 
apparently based upon, and to further 
support, the U. S. Bureau of Internal 
Revenue regulations. What happened 
the previous thirty years, and what has 
har-ened since, regarding construc- 
tion costs of natural gas properties, is 
set out, for illustration purposes, in 
Tables I and II (pages 673, 675) of 
representative units of property of 
either a manufactured or natural gas 
utility. 


HILE these tabulations almost 
speak for themselves, as to costs 
of both material and labor for over 
a period of fifty years, it may further 
be pointed out that they are based on 
piecemeal construction and, hence, are 
comparable with replacement costs. 
In the aforementioned Hope Case, 
the Supreme Court said annual de- 
preciation of a natural gas property 
should be based “on cost. No more 
is required.” If “no more is required” 
and no more should be accrued than 
the original cost, what about the ex- 
cess over original cost, or the differ- 
ence between original and replacement 
costs ? 
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For example—per Table I—a serv- 
ice installed in 1909 at a cost of $7.04, 
and replaced with the same size and 
kind of service in 1952 at a cost of 
$38.42, has an excess of $31.38 over 
the cost of the old service. Assuming 
that the utility set aside 2.5 per cent 
annual depreciation (on basis of 40- 
year life, per U. S. Bureau of Internal 
Revenue of its 1931 Schedule F), by 
1952, at the time of replacement, it 
had the full amount of the original 
cost of $7.04 in its depreciation re- 
serve; however, the new service costs 
$38.42 at the 1952 dollar. If “no more 
is required” than the reserve based on 
original cost, from where will the util- 
ity receive the additional cost of 
$31.38—the excess of the new over 
the old service? 


oa example—per Table II— 


a unit of 100 feet of 2-inch steel, 
threaded and coupled gas main, in- 
stalled in 1910 at a cost of $26.30, and 
replaced in kind in 1952 at a cost of 
$119.70, has an excess of $93.40 over 
the cost of the old main. Again, 
assuming the utility set aside 3.3 per 
cent annual depreciation (on basis of 
30-year life, per U. S. Bureau of In- 
ternal Revenue of its 1931 Schedule 
F), by 1952, at time of replacement, 


it had in its depreciation reserve the 
sum of $26.30, or $93.40 less than the 
cost of the new main. Again, if “no 
more is required” than the amount in 
reserve based on original cost, from 
where will the utility receive the addi- 
tional cost of $93.40—the excess of 
the new over the old main? 


HE differences, or excess costs in 

these two examples (per Tables I 
and II), cannot come from additional 
borrowing since the utility has not 
added additional property; it merely 
replaced a worn-out and depreciated 
unit of property with an identical or 
“in kind” unit of property. The only 
source from whence this additional 
cost, or “depreciation deficiency,” can 
come is out of “earned surplus” which 
rightfully belongs, however, to the 
owners who are the stockholders. 
Since no additional property has been 
added, there will be no additional 
earnings to compensate the stock- 
holder by increased dividends. Accord- 
ing to the Federal Power Commis- 
sion’s Uniform System of Accounts, 
the extra cost, which is replacement 
cost over original cost depreciated, 
must be reflected in Account 100.1— 
Gas Plant in Service, and the same 
earnings will have to support more 


e 


TABLE I 
GAS SERVICES, 12-INCH 


Material 
Amount Per Cent 

100.0 

99.5 
146.5 
184.5 
176.8 
248.3 
161.8 
255.7 
326.3 


Period 
1905-1910 
1910-1913 
1914-1918 
1919-1926 
1927-1929 
1930-1943 
1944-1946 
1947-1950 
1951-1952 


$ 


Amount 


Cost in Place 
Amount Per Cent 


$ 7.043 100.0 


Installation 

Per Cent 
100.0 
125.0 
150.0 
200.0 
250.0 
331.0 
480.1 
636.4 
722.4 


3.898 
4.872 
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dollars in the capital structure. Such 
transactions are generally referred to 
in the annual reports to the stock- 
holders as “earnings retained in 
business.” 

This wording is very misleading to 
the average stockholder. The question 
immediately arises in his mind—just 
how much of this amount of “earnings 
retained in business” is actually addi- 
tional property which in turn will 
create additional earnings, resulting in 
increased dividends to me, and how 
much is “original cost depreciation 
deficiency” which, in turn, does not 
create additional earnings? In the lat- 
ter case, management takes the stock- 
holders’ undistributed and tax-paid 
profits and “plows” them back into its 
capital structure with no stock certifi- 
cate, equity, or additional dividend 
earnings to compensate. 


7. I and II clearly 
demonstrate the erroneousness of 
the theory that costs will eventually 
level themselves off by the medium 
of “up and down” cycles. From 1940 
to 1952, the increases in material costs 
have been from 205 to 355 per cent 
of 1913, while construction costs have 
increased, for the same period, from 
240 to 475 per cent of 1913. I would 
like to have one of the bureaucratic 
economists explain to me just how 
he would go about reducing 1953 or 
future years’ construction costs to the 
1913 level? 

With the steady rise in our national 
debt, that cannot be repaid in a mil- 
lion years, and a consistent increase 
annually in all taxes plus new ones 
that will be concocted in the minds 
of members of the various pressure 
groups for continued or more govern- 


ment aid plus the global aid, there 
never will be a leveling off and defi- 
nitely no reduction in cost of material 
and labor. After all, any halfway edu- 
cated person realizes by now that 
“taxes” and “taxes alone” are the 
primary factors that cause “inflation.” 
To further substantiate these conten- 
tions, reference is made to Engineer- 
ing News-Record, “Construction and 
Building Cost” index graph for 1913- 
1952, published in the September 4, 
1952, issue. This graph definitely 
illustrates a consistent increase in con- 
struction costs, beginning in 1917 with 
the passing by Congress of the income 
tax law, and followed over the years 
by all kinds of other taxes; conse- 
quently, no reduction in material and 
labor costs, with the result that there 
will be no relief to the stockholder in 
the foreseeable future unless manage- 
ment awakens to its duties and fights 
this discriminatory and _ socialistic 
method of original cost depreciation 
which only favors the consumers who, 
of course, are also the majority of the 
electors. 


Be inconsistency of the original 
cost depreciation method is fur- 
ther demonstrated by the fact that de- 
preciation, like maintenance, is an 
item of expense deductible from reve- 
nue before “net income” is ascer- 
tained. The only difference being that 
depreciation is a “deferred” and main- 
tenance a “current” expense. Accord- 
ing to the Federal Power Commis- 
sion’s Uniform System of Accounts 
and Definitions of Property Units, 
“two or more continuous standard 
lengths of pipe, including fittings of 
mains,” a single service, or meter, are 
defined as units of property and, in 
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TABLE II 
GAS DISTRIBUTION MAIN, 2-INCH, THREADED AND COUPLED, BARE 
(Per Lineal Feet) 


Pipe 
Per Cent 
100.0 $ 
100.0 
116.2 
191.9 
176.8 
171.7 
186.9 
227.2 
340.4 


Amount 

$ .099 
099 
115 
190 


Period 
1905-1910 
1910-1913 
1914-1918 
1919-1926 
1927-1929 
1930-1943 
1944-1946 
1947-1950 
1951-1952 


Amount 
.164 
.205 
246 


410 
453 
549 
.787 
860 


Cost in Place 
Per Cent Amount Per Cent 


100.0 $ .263 100.0 
125.0 304 115.6 
150.0 361 137.3 
200.0 518 197.0 
250.0 585 222.4 
276.0 .623 
334.7 734 
480.0 1.012 
524.4 1,197 


Installation 


328 





case of replacement, due to physical 
or functional depreciation, the origi- 
nal cost must be charged against 
accrued depreciation ; whereas, the re- 
placement of less than two joints of 
pipe or part of a service must be 
charged against “current” mainte- 
nance expenses. 

Here we have another clear case of 
discrimination, not between consumers 
and stockholders but among consum- 
ers ; to wit, that consumers are charged 
through current rates with the current 
maintenance costs for less than a unit 
replacement. However, they contribute 
only their share for accrued deprecia- 
tion on the original cost of a complete 
unit. There again is a glaring example 
of the erroneousness of the original 
cost method. Why should there be any 
distinction between a current expense 
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of deferred cash outlay (accrued de- 
preciation) and a current expense 
of immediate cash outlay (current 
maintenance cost) ? 


HE principal objections to the 

method of replacement cost de- 
preciation come from accountants, in- 
come tax experts, and lawyers in 
charge of rate litigations for utilities. 
Their objection to the change from 
original cost depreciation is that the 
Supreme Court has so ordered in the 
Hope Case and that it is “the law of 
the land.” Had there been no inflation 
after the Internal Revenue ruling of 
1942, and the Hope Case decision in 
1944 wherein the Supreme Court said 
“no more is required,” the writer 
would have no excuse at this time to 
question the “justice” of this ruling 
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to the investors or stockholders. 

However, in the introduction to an 
article by the Honorable John P. 
Randolph, general solicitor, National 
Association of Railroad and Utilities 
Commissioners, published in Pusiic 
Uri.ities ForTNIGHTLY;’ it is stated : 


Inflation—rapid rising cost of plant 
equipment, payrolls, taxes, all other 
operating expenses—means that state 
commissions will have to take a more 
practical view of the “original cost” 
concept in utility rate making. What 
are the factors involved? What can be 
done? Can the rate of return be used 
as an escape valve? What is the “law” 
involved in this situation? 


And on page 8 he further states: 


... Another effect of inflation on the 
expenses of doing business is not quite 
so obvious but no less serious because 
it results in overstating even the num- 
ber of dollars of profit on the books 
of the utility. This comes about 
through charging the expenses with an 
insufficient number of dollars of de- 
preciation accruals by basing such ac- 
cruals on historical cost figures which 
have been rendered obsolete by the 
inroads of inflation. 


F perv H. DEAN stated in an 
article in the June, 1952, issue of 
the Harvard Law Review, on page 
1351, “As all public utilities lawyers 
know, the ‘Hope Case’ did not say that 
original cost alone was necessarily 
controlling or that original cost could 
not be adjusted to reflect seemingly 
permanent changes in price levels.” 
Many of the elder lawyers in the pub- 
lic utility field have informed the 
writer that they are of the strict 
opinion that original cost less accrued 
depreciation and original cost depre- 


#“Rate Making and Inflation,” Vol. L, No. 1, 
July 3, 1952, page 3. 
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ciation were not made res adjudicata 
by the Hope Gas Case decision. Fur- 
thermore, the U. S. Supreme Court, 
during the past twenty years, has re- 
versed itself on numerous occasions 
and, if presented with testimony and 
arguments based upon current factual 
data and proper presentation of the 
injury (due to inflation) to the stock- 
holder, the court will give due con- 
sideration and may reverse the Hope 
Case decision. 

It is utility management’s duty to 
its stockholders to present the factual 
data to the courts and regulatory 
commissions and thereby stop this un- 
fair discrimination in favor of the 
consumer. Low rates to the consumer, 
due to antiquated formulas for rate 
increase procedures, also spell low 
dividends to the stockholder. 


|, query argument by accountants 
and others opposing the replace- 
ment cost depreciation method is that, 
according to their philosophy and 
thinking, the “new” unit of property 
will always bring about improved 
operating efficiency, consequently will 
reduce operating expenses and thereby 
contribute to an increase in the net 
income of the utility (after income and 
excess profit taxes) with a corre- 
sponding increase in the dividend, 
thereby reimbursing the stockholder 
for the depreciation deficiency with- 
held from his share of the profits. This 
argument may, to a certain extent, be 
feasible in connection with gas com- 
pressor engines or electric generators, 
but it is inconceivable to the writer, 
after thirty years in the gas business, 
how this method would apply to a gas 
main, service, or meter. After all, a 
new unit of a gas main or service of 
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like size will not transport any more 
gas than the replaced main or service, 
nor will a new meter measure any 
more gas than a replaced meter, since 
the amount of gas transported through 
the mains, services, and meters de- 
pends upon the consumers’ use. 

This brings us now to the question 
of just what is the most equitable, 
proper, and fair procedure of depre- 
ciation accounting from both the con- 
sumer and stockholder standpoints. 
The present method, as heretofore 
cited, is most unfair to the stockholder 
and in favor of the consumer—hence, 
discriminatory. 


Mc" major utility companies 
maintain detailed construction 
cost records and current cost indexes. 
From such records, unit costs of ma- 
terial and construction can readily be 
ascertained periodically. Since all in- 
terstate electric and gas utilities have 
filed with the Federal Power Commis- 
sion an original cost study, and such 
studies reflect the installation date of 
each unit, a tabulation by years of the 
sundry property units (segregated be- 
tween material and installation) can 
be made and thereby arrive at the capi- 
tal expenditures by years. Subsequent 
to the original cost study, all retire- 


ments are to be subtracted from the 
year in which they were originally 
installed. To ascertain the material 
and construction per cent or ratio, at 
any desired date, the actual original 
unit cost, segregated between material 
and construction of a given year, 
would be divided into the actual aver- 
age original cost of the year previous 
to the date of which a “present value” 
cost is desired. 

For illustrative purposes, Tables 
III and IV show the derivation of 
accrued depreciation reserve, on the 
replacement cost depreciation method, 
upon the expiration of the service life 
of 14-inch gas service and 2-inch 
threaded and coupled gas distribution 
main. 

It may be noted in Tables III and 
IV (pages 677, 678) that there are 
several years within a cycle where 
there was no appreciable change in 
both material and construction costs, 
and such years were grouped and 
averaged. 


oo III illustrates in detail the 
annual charges to depreciation, as 
well as accumulated depreciation re- 
serve at the expiration of the service 
life of all the services in the 40-year- 
life group. In like manner, Table IV 
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TABLE III 
CALCULATION OF DEPRECIATION RESERVE FOR 13-INCH GAS SERVICE 


Annual 
Depreciation 
40-Yr. Life 
$ 0.20 

0.20 
0.276 


Real Cost 

Installed 
$ 8.002 
8.002 
10.457 


Period 
(Years) 


Depreciation Reserve 

Period Accumulative 
$ 0.100 
0.200 
1.380 
3.184 
1.305 
13.594 
2.325 
13.436 
3.901 


Installed 
1912 
1913 
1914-18 
1919-26 
1927-29 
1930-43 


1944-46 
1947-50 
1951-52 


- 
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34.524 
38.425 
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TABLE IV 


CALCULATION OF DEPRECIATION RESERVE FOR 100 LINEAL FEET OF 
2-INCH THREADED AND COUPLED GAS DISTRIBUTION MAIN 


Real Cost 
Installed 


Period 


Installed (Years) 


1922 

1923-26 
1927-29 
1930-43 
1944-46 
1947-50 
1951-52 


illustrates in detail the annual charges 
to depreciation, as well as accumulated 
depreciation reserve at the expiration 
of the service life of all the 2-inch 
threaded and coupled gas mains in the 
30-year-life group. 

Based upon this method, the con- 
sumers will contribute their just and 
equitable share of the cost for the re- 
placement of the sundry property 
units used in rendering service, with- 
out being charged with a hypothetical, 
highly speculative, or conjectural 
reproduction cost valuation of the 
over-all utility property. 


a spite of the fact that this writer 
owns utility stock, he does not be- 
lieve in the theory that he should be en- 
titled to a “windfall” by the apprecia- 
tion in the value of his investment, 
solely due to the change from one 
theory to another. A utility is entitled 
only to earn on the actual real dollars 
of investment, and not on nominal dol- 
lars. At the same time, however, a util- 
ity should not be penalized by having 
to use up its earned surplus funds, or 
common stock equity, to take care of 
depreciation reserve deficiency. 

This method is definitely not a 


Depreciation 
30-Yr. Life 


Annual 
Depreciation Reserve 
Period Accumulative 
$ 0.863 
7.380 
5.811 
35.616 
9.530 
55.200 
5.400 


$ 1.725 
1.845 
1.937 
2.544 
3.177 

13.800 
3.600 


e 


reproduction cost, but merely an ad- 
justment of actual costs over the 
various years to present costs, and 
based solely on factual data, eliminat- 
ing all theoretical and unrelated cost 
indexes, such as mentioned previously, 
with the exception of the Engineer- 
ing News-Record, “Construction and 
Building Cost Index,” recommended 
for comparative purposes. 

There is absolutely no speculation 
or “estimates” of replacement costs 
involved. Annual depreciation accru- 
als are based upon factual replacement 
costs instead of original cost of the 
particular property units. 

No change in the depreciation rate 
is required. All that needs to be done 
is, at the beginning of each year, apply 
to the original costs of the units in 
service the percentage factor of the 
past year, thereby arriving at an origi- 
nal cost adjusted to current costs. 
From this latter amount, accrued de- 
preciation is to be deducted, and to the 
balance the depreciation rate, based on 
weighted average remaining estimated 
life, is applied. 

By this method, the accumulated de- 
preciation reserve will at all times be 
adequate to cover replacements. 
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Your Community Spirit 
Is Showing 


The “policy of enlightened selfishness” followed by 

several southeastern utility companies in improving 

the areas served by them, and as a consequence their 

own business, is dealt with in this article. It shows 

the distinct relationship between company prosperity 

and the prosperity of the people affected by their 
operations. 


By C. E. WRIGHT* 


the Georgia Power Company 

launched a community devel- 
opment program which has been 
emulated by many of the power com- 
munities of the South. The idea was 
first promulgated by Charles A. Col- 
lier, vice president of the Georgia 
Power Company, in an address before 
the Georgia Press Association in July, 
1944, 

At that time Georgia ranked forty- 
fourth among all the states in income 
per capita. Ten southeastern states, in- 
cluding West Virginia and Kentucky 
but not Louisiana and Florida, had 20 
per cent of the nation’s population, but 
only 11 per cent of the nation’s income. 
Opportunities for youth were lacking 
in Georgia, as well as in many of the 


A YEAR before Japan surrendered, 


.*Professional writer, resident in Jackson- 
ville, Florida. 
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other southern states. Between 1920 
and 1940 the migration of young peo- 
ple from some of these states had 
reached worrisome proportions—60.5 
per cent for South Carolina, 58.8 per 
cent for Georgia, with Mississippi, 
Alabama, and Tennessee trailing not 
far behind. 

These young people left Georgia, 
said Mr. Collier, because “we failed 
to provide economic conditions which 
would give them the opportunity to 
progress. There was also another rea- 
son—we did not make their homes and 
cities sufficiently attractive places in 
which to live in comparison with the 
homes and communities in other parts 
of the United States.” 


Foe World War II Georgia faced 
the possibility of an exodus such 
as had occurred after World War I. 
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More than 300,000 of Georgia’s youth 
were in the armed services. Many of 
them had seen other parts of the world 
and other areas of the United States 
for the first time. How many of these 
would stay at home in Georgia if op- 
portunities for employment and agree- 
able places to live were not provided ? 


HAT was the question that 
prompted the Georgia Power 
Company to start a Georgia Better 
Home Towns Program, a movement 
that has attracted nation-wide atten- 
tion and acclamation and which within 
its first year brought about the forma- 
tion of Better Home Town committees 
in 232 Georgia communities. 
Harllee Branch, Jr., president of 
the Georgia Power Company, said re- 
cently : 


Twenty years ago Georgia and the 
rest of the South were referred to as 
“the nation’s No. 1 economic problem.” 
Today Georgia is one of America’s 
fastest-growing industrial regions and 
one of its promising lands of opportu- 
nity. An adequate and dependable sup- 
ply of electric power, at low rates, has 
been a major factor in the state’s amaz- 
ing economic growth. The three in- 
vestor-owned electric utilities which 
supply the vast bulk of power used in 
the state have not only kept abreast 
of the industrial surge in their terri- 
tories, but through expansion of facili- 
ties and promotional efforts of their 
own, they have furnished much of the 
momentum for this forward drive. 

Georgia’s electric light and power 
companies are constructive forces in 
the areas they serve. Employees and 
the companies themselves participate in 
community building activities which 
produce, as an end result, progressive 
cities that are more attractive and re- 
sponsive to business development. The 
Georgia Power Company’s Better 
Home Towns Program is nationally 
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recognized as a pioneer effort on the 
part of an investor-owned company to 
help towns help themselves to wider 
opportunities and greater usefulness. 


b igre what has happened in Georgia 
during the years that the power 
company’s community development 
program has been in operation? The 
Georgia Department of Commerce 
cites these figures: In 1940 the value 
of all manufactured products in 
Georgia was $677,402,000; by 1945 
there had been a gain to $1,296,223,- 
000; by 1948 to $2,809,700,000; by 
1950 to $3,308,000,000; and by 1951 
to $3,711,000,000. Last year’s total 
may have topped four billions of dol- 
lars. 

Since the end of World War II 
new industrial capital investment and 
expenditure for factory expansion in 
Georgia has totaled over a half-billion 
dollars, including work in progress, 
and about 95 per cent of this has been 
out-of-state capital. Expansion in tex- 
tile and paper manufacturing has been 
outstanding. Job opportunities have 
expanded in such volume that the 
state’s youth no longer need seek their 
future elsewhere. 

Every year the Georgia Power Com- 
pany offers a large number of awards 
for the best achievements in home- 
town betterments. In 1952 the com- 
pany gave $8,950 in cash prizes and 
eighteen certificates of achievement 
“to help Georgians make their com- 
munities cleaner, richer, more livable.” 
Some of the tangible results in many 
towns and cities throughout the state 
include cleaner and neater streets, 
community centers, swimming pools, 
athletic or recreation fields, more beau- 
tiful yards and homes, modernized 
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stores and services, better municipal 
health and social facilities, and many 
other things that make for a well- 
rounded community. 


HEN a town signs up as a con- 

testant in the Better Home 
Towns Program, its citizens are asked 
to fill in a questionnaire which seeks 
to ascertain from the residents them- 
selves what are its greatest needs to 
make it a champion home town. These 
inquiries cover every phase of com- 
munity activity, such as public squares 
and parks, streets and sidewalks, 
highways and roads, railroad facilities, 
bus station, airfield service, municipal 
utilities, public utilities, public build- 
ings, health facilities, educational in- 
stitutions, tourist trade and facilities, 
municipal recreational facilities, other 
recreational facilities, local organiza- 
tions, religious institutions, housing 
and residences, factories and indus- 
trial plants, agricultural trade, stores 
and shops, professional services, and 
service establishments. 

When a plan of action has been de- 
cided upon, local committees go to 
work. The Georgia Power Company 
lends its experience and moral support, 
but the home towners must do the 
work, 

Besides building up this program for 
its own state, the Georgia Power Com- 


e 


pany has freely lent its experience and 
ideas to power companies of adjacent 
states, several of which have recently 
followed the example of the Georgia 
Power Company in developing com- 
munity development programs of 
their own, some differing somewhat 
in execution from the Georgia model. 
Among the companies? which have 
successfully fostered such programs 
are the Florida Power Corporation, 
St. Petersburg, Florida; the Alabama 
Power Company, Birmingham, Ala- 
bama; the Monongahela Power Com- 
pany, Fairmont, West Virginia; the 
Carolina Power & Light Company, 
Raleigh, North Carolina; the Texas 
Electric Service Company, Fort 
Worth, Texas; and the Southwestern 
Gas & Electric Company, Shreveport, 
Louisiana. 


The Arkansas Plan 
wo the Georgia Power Com- 


pany was pioneering its own 
phase of community development 
work, the utility companies of 
Arkansas, in co-operation with the 
Arkansas Resources and Development 
Commission and the Arkansas Eco- 
nomic Council of the state chamber of 


1 For program of the Florida Power & Light 
Company, Miami, Florida, see “A Florida Util- 
ity’s Good Neighbor Policy,” by C. E. Wright. 
Pustic UTILities FortNIGHTLY, Vol. XLVIII, 
No. 11, November 22, 1951, page 717. 


investment and expenditure for factory expansion in 


q “S1ncE the end of World War II new industrial capital 


Georgia has totaled over a half-billion dollars, including 


work in progress, and about 95 per cent of this has been out- 
of-state capital. Expansion in textile and paper manufactur- 
ing has been outstanding. Job opportunities have expanded 
in such volume that the state’s youth no longer need seek 
their future elsewhere.” 


681 


MAY 21, 1953 





PUBLIC UTILITIES FORTNIGHTLY 


commerce, were working out “The 
Arkansas Plan,” a statewide move- 
ment that has been a striking example 
of successful co-operation between or- 
ganized business and the state govern- 
ment. Utility companies sponsoring 
this program are the Arkansas Power 
& Light Company, the Arkansas- 
Louisiana Gas Company, the South- 
western Gas & Electric Company, the 
Arkansas-Missouri Power Company, 
the Arkansas Western Gas Company, 
and the Oklahoma Gas & Electric 
Company. 

The Arkansas Plan had its incep- 
tion in March, 1943, when the presi- 
dent of Arkansas Power & Light Com- 
pany called together a group of busi- 
ness leaders to consider how to provide 
jobs for returning service people and 
to provide a basically sound economy 
in the state. The community develop- 
ment program was an outgrowth of 
the ideas propounded by a few men 
back in 1943. 

It was not until February, 1948, 
however, that the first of the “Build 
Your Home Town” clinics was held. 
Within little more than a year these 
clinics had been carried out in more 
than 80 communities. The results that 
had been achieved have in some cases 
been little short of remarkable. 


7_ for example, the town of 
Arkadelphia, population 6,300. 
Since April, 1948, these things have 
been done: Recreational facilities 
have been improved by the expendi- 
ture of $5,000, including a new base- 
ball diamond, a practice football field, 
a public fair grounds, a swimming 
pool, a dock for pleasure craft and 
fishing, and employment of four sum- 
mertime recreational directors; new 


school construction consisting of a 
grammar school building for colored, 
a grammar school and cafeteria for 
white, and a new cafeteria at the high 
school; $200,000 worth of sewer im- 
provements approved by a city-wide 
vote; a new manufacturing plant was 
brought to town and an existing plant 
was greatly expanded; 15 miles of 
streets were graded and graveled, new 
streets were built, and a parking plan 
adopted; local dairy farms were ex- 
panded and new grade A dairy barns 
built; Federal aid was obtained for a 
new $300,000 hospital; a mobile 
library unit was established; a move- 
ment was started for flood control and 
river navigation, and a farm face-lift- 
ing program was inaugurated in 
which 50 tractors, three patrols, and 
two bulldozers completely trans- 
formed a run-down 80-acre farm 
while 2,500 visitors watched the 
demonstration. 


sunte programs have been carried 
out in many other towns and cities. 
In the 1952 contest 115 towns and 
cities competed. How effective the 
Arkansas Plan has been is illustrated 
by the fact that from 1939 (which was 
years before the plan was started) to 
1951 the value of manufactured prod- 
ucts in the state increased 454 per cent 
as compared with 330 per cent for the 
nation as a whole, while electric pow- 
er production during the same period 
increased 1,600 per cent in Arkansas 
as against 232 per cent for the entire 
country. The increases in bank de- 
posits, retail sales, and per capita in- 
come have likewise outdistanced the 
country-wide averages. 

In states other than Arkansas the 
power companies have been the spark 
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Community Promotion in Dixie 


[a the Georgia Power Company was pioneering its own 

phase of community development work, the utility companies 

of Arkansas, in co-operation with the Arkansas Resources and De- 

velopment Commission and the Arkansas Economic Council of the state 

chamber of commerce, were working out ‘The Arkansas Plan,’ a state- 

wide movement that has been a striking example of successful co-opera- 
tion between organized business and the state government.” 





plug behind the community develop- 
ment idea, though without community 
co-operation not much progress could 


have been made. The Florida Power 
Corporation, St. Petersburg, Florida, 
has patterned its program along the 
lines of the Georgia Power Company 
idea. 

However, it holds no contests, 
but works closely with each commu- 
nity in stirring up advance enthusiasm 
and in the actual planning of com- 
munity betterments. The idea that a 
community may be receptive to the 
help that the Florida Power Cor- 
poration’s community development de- 
partment may be able to give some- 
times comes from the power com- 
pany’s district offices, but the program 
has now had such wide and favorable 
publicity that many communities are 
clamoring to get aboard. At this writ- 
ing the Florida Power Corporation is 
engineering programs in seventeen 
towns and cities. 
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HE initial work consists of a se- 

ries of clinics in which all groups 
are given an opportunity to speak their 
minds on what the town most needs. 
From these clinics spring the en- 
thusiasm necessary to get a plan 
started and the appointment of leaders 
and committees to carry the plan for- 
ward. Dunnellon, a sleepy little town 
of about 1,100 population in the west- 
ern part of the state, was selected in 
1951 as a guinea pig for the Florida 
Power Corporation’s work in develop- 
ing better home communities. 

Within a year here is what had been 
accomplished : One of the first projects 
was a public bathing beach. A city- 
owned lot bordering on the Blue river 
was cleared, a seawall put in, and the 
area was filled with white sand to make 
a beach. Next there was a city-wide 
“clean up and paint up” campaign. 
Vacant lots are now kept clean and 
beautification with flowers and shrub- 
bery is still being carried on. A trailer 
MAY 21, 1953 
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park with capacity for 56 trailers was 
created. This included a community 
building for trailerites and a boat land- 
ing for fishing. New street lights were 
added, a new fire truck was purchased, 
the city hall was renovated, roads and 
streets were improved, sidewalks laid, 
and welcome signs erected. A new 
chamber of commerce was organized 
with 92 per cent of the eligible 
businessmen joining. One of its first 
acts was to set aside $1,500 for ad- 
vertising. 

But Dunnellon did not stop with 
these improvements. It started on a 
new program which includes organiz- 
ation of a new public library, the 
building of a cafeteria for the new 
colored school, the straightening of U. 
S. Highway 41 through the town, ad- 
ditional housing facilities, the erection 
of street markers, and the beautifica- 
tion of the approaches to the town. 


_ Florida Power Corporation 
also has an active industrial de- 
velopment program, but it believes 
that it is necessary for every town to 
develop itself as a good place to live 
before it can attract new industries. 

One of the more recent community 
development programs is that of the 
Carolina Power & Light Company, 
Raleigh, North Carolina, which got 
started early last year. The company 
had plans for the program some time 
before this, but waited until the Tide 
Water Power Company had been 
merged so as to take in the larger ter- 
ritory which the Carolina Company 
now serves. 

The program was launched at din- 
ner meetings held simultaneously in 
sixty-nine towns where newspapers 
are published so that the maximum of 
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publicity could be obtained. “Helping 
to Build a Finer Carolina” was the 
slogan for the campaign, in which $8. 
750 in cash prizes was offered to com- 
munities which earned the designation, 
“Carolina’s Finest.” There were three 
$1,000 prizes, one each for towns un- 
der 1,000, those from 1,001 to 2,500, 
and those above 2,500 population. The 
runner-up in each classification got 
$750. In addition, there were two $1,- 
000 prizes, one for North Carolina and 
the other for South Carolina towns 
regardless of population, and twenty- 
five prizes of $100 each in the “honor- 
able mention” classification. 

Each town was surveyed by means 
of a form on which 276 questions were 
asked. The answers showed the needs 
of those towns. Each community was 
asked to select five projects most ur- 
gently needed, to list those projects on 
an entry blank and forward to the ad- 
vertising department of the Carolina 
Power & Light Company. One hun- 
dred and forty-eight towns enrolled in 
the competition and began work on a 
total of 887 projects. 


Spee the campaign the Carolina 
Power & Light Company carried 
advertising about it in 104 newspapers 
with a total circulation of more than 
500,000 and it sponsored weekly radio 
broadcasts over thirty-three stations 
with a combined listening audience of 
more than a million. Direct mail liter- 
ature was also sent to all customers. 
Various newspapers throughout the 
company’s service area carried the 
campaign slogan on their mastheads 
and helped the campaign along with 
a great deal of free publicity. 

This year the Carolina Power & 
Power Company has expanded its pro- 


684 





YOUR COMMUNITY SPIRIT IS SHOWING 


gram to cover farm communities as 
well as urban communities. Counties 
with the greatest number of acres par- 
ticipating are eligible for a $500 prize 
and counties with the greatest percent- 
age of total acres may also come in 
for a $500 prize. There are three 
groups of prizes for individual farms 
—those of 50 acres or less, those 50 
to 100 acres, and those over 100 acres 
—with a first prize of $300, a second 
prize of $200, and a third prize of 
$100 in each group. 

“The Finer Carolina program,” says 
the Carolina Power & Light Company, 
“has accomplished more than we 
thought would be possible for the 
communities involved and for the 
Carolina Power & Light Company as 
sponsor of the program. The fact that 
the program is being renewed and ex- 
panded is evidence that the Carolina 
Power & Light Company is pleased 
with the results.” 


HE Monongahela Power Com- 
pany, Fairmont, West Virginia, 
has gone a step further than some of 
the other southern power companies. 
Its program is more than a contest; it 
is acomprehensive plan for betterment 
of the community the company serves, 
both urban and agricultural. An indi- 
cation of the scope of the Mononga- 
hela plan is indicated by the types of 
expert services that are employed. 
There are counselors for agriculture, 
farm management, forestry, housing, 
industry, commercial, recreation, rural 
homes, and soil and water conserva- 
tion. 
The company calls its program “en- 
lightened selfishness.” In its advertise- 
ments it tells its customers frankly : 


The Monongahela Power Company 
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believes that every community in the 
territory it serves with electricity has 
the capacity for greater prosperity. It 
believes that improved prosperity and 
higher living standards can be brought 
about by stimulating the adoption of 
approved modern practices in agricul- 
ture and industry designed to create 
more efficiency and greater volume. It 
believes also that by developing com- 
munity interest and co-operation in 
solving community problems such as 
housing and organized recreation this 
area can be made a better place in which 
to live. 

We know that our company can 
thrive only as its customers prosper. 
In order to help our customers make 
full use of existing possibilities, the 
Monongahela Power Company has a 
staff of trained experts who work 
shoulder to shoulder with such agen- 
cies as the Agricultural Extension 
Service, Soil Conservation Service, 
chambers of commerce, civic groups, 
and others toward a common objective 
—better homes, better farms, better 
communities. 


AX of this work is handled by the 


company’s territorial develop- 
ment department, which was started in 
a small way back in 1936, with con- 
siderable expansion having taken place 
in recent years. There are two prin- 
cipal projects, “Farming for Better 
Living” and “Country Life.” The first 
embraces an annual competition in 
twenty-five counties in which partici- 
pating farm families are judged on 
their progress toward better farming 
and better farm living. Although ac- 
tual participation is limited to about 
2,000 families, the effect is much 
broader than that, the company says, 
because the program gives the com- 
pany a good opportunity to publicize 
what the participants are doing and 
thus encourage others to better prac- 
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tices through example. The power 
company dramatizes the farm im- 
provement programs that have been 
advocated for years by the established 
agricultural agencies. 

In its “community life” program, 
which was started only a few years 
ago, the company seeks to encourage 
improvement of rural community life 
through reward for best progress in 
such community phases as recreation, 
schools, church activity, health, com- 
munity appearance, and better farm- 
ing methods. 

“We seek to keep the power com- 
pany in the background as much as 
possible,” says the company. “We 
don’t want the credit; all we’re after 
is growth. We long ago learned that 
if we are sincerely trying to help, the 
recognition comes naturally.” 


n the cases of “Farming for Better 
Living” and “Country Life” pro- 
grams the company has found that its 
objectives are best served if the local 
people carry the ball. In each of the 
“Farming for Better Living” counties 
there is a county council made up of 
merchants, bankers, newspaper pub- 
lishers, professional agricultural 
workers, and farmers, who run the 
program, the power company helping 
out with “leg work” and details. Civic 
clubs sponsor the awards given at ban- 
quets at the end of each season and 
local business people donate the prizes. 
The “Country Life” programs are 
sponsored by farm women’s clubs and 
other organizations, with help and 
guidance from agricultural agencies 
such as the Extension Service, Soil 
Conservation Service, Farmers Home 
Administration, 4-H leadership, the 


Farm Bureau, farm women’s clubs, 
and the state department of agricul. 
ture. 

Apart from agriculture, the com- 
pany’s services are available to any 
community that can use them. 
¢¢ As to results,” comments the com- 

pany, “we have never at- 
tempted to interpret them into dol- 
lars and cents for the simple reason 
that you can’t put your finger on any 
one thing and say ‘we did this.’ How- 
ever, our territory has prospered with 
the rest of the nation and we might say 
we had further to go. West Virginia is 
rich in natural resources—coal, gas, 
water, timber, and in human resources, 
and the capital needed to develop these 
resources is just beginning to come. 
Much of what has been accomplished 
is ground work. ... 

“Tf there is a dollar-and-cents value 
that can be attached, it is the one that 
shows on our own books. We figure 
on getting less than one per cent of the 
income dollar. We have seen enough 
in the way of actual growth and future 
promise to justify a record-breaking 
expansion program. From VJ-Day to 
the end of 1954 we will have spent or 
committed a total of $90,000,000 for 
plant expansion. Our generating cap- 
ability in 1954 will be approximately 
four times what it was at the end of 
1948.” 


uy HIs tells part of the story of what 
private power companies have ac- 
complished for their communities 
while at the same time pursuing, as the 
Monongahela Power Company phrases 
it, a policy of “enlightened selfish- 
ness.” 
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Niagara Should Be a Business 
Company Project 


The Niagara dispute is three-sided. Advocates of Federal pow- 
er would vest control in the Department of the Interior and 
place construction responsibility with the Army Engineers. 
Those supporting state development would license the New 
York State Power Authority to do the work. Now the five 
principal utility companies in New York state have joined to 
present strong arguments for the case of private enterprise. 


By ROBERT C. 


IAGARA, hydroelectric power, 
N seaway, St. Lawrence. These 

have become confusing words. 
Argumentative press releases have 
associated them with so many oppos- 
ing viewpoints that the general public 
can scarcely determine where its in- 
terests lie. These terms are title nota- 
tions for three distinct proposals. 
They are: the Niagara Falls power 
project ; the St. Lawrence seaway ; and 
the St. Lawrence power project at the 
International Rapids. The confusion 
arises from a political battle concern- 
ing what groups should be allowed 
control over the power projects for 


*For 
Editors. 
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each of which the best engineering 
designs already have been accepted. 
Such a statement shines through the 
debate as testimony in the behalf of 
men in the engineering profession. 
They are criticized for lack of social 
awareness but in their own work, 
whether large or small, they cannot be 
criticized for lack of forthrightness 
and competence. Some politicians 
fare equally well. 

Of the three topics the seaway, of 
course, is the oldest and most famous. 
The United States and Canadian gov- 
ernments appointed the International 
Deep Waterways Commission in 1895 
to start investigation of the idea as 
a practical matter. In 1924, Secretary 
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of State Charles Evans Hughes pro- 
posed that navigation improvement be 
joined as a project with development 
of St. Lawrence power. Since then, 
all related Federal proposals have been 
of dual purpose, but St. Lawrence 
power development has been argued 
sui generis by the state of New York 
since the early part of the New Deal 
administration. Niagara Falls, 250 
miles from the International Rapids, 
is the situs of another power project 
which is not related to the problems of 
the St. Lawrence. 


|. genni the parties disputing 
power development in the St. 
Lawrence and at Niagara Falls are not 
the same. No privately owned power 
company in the area has ever sought 
to develop the St. Lawrence project. It 
has always been considered by them 
as an incident of the seaway and there- 


fore a valid project for public authori- 
ties to handle. However, during the 
Democratic years in Washington au- 
thorities divided over the issue of 


Federal or state control. Advocates 
of Federal power would vest control 
in the Department of the Interior and 
place construction responsibility with 
the United States Army Engineers. 
This is the same plan which has been 
followed for twenty years in Federal 
power programs. Those supporting 
state development would license the 
New York State Power Authority to 
do the work. On the other hand, the 
Niagara dispute is three-sided. The 
same two groups argue public power 
but the five principal utility com- 
panies in New York state have joined 
to present strong and convincing 
arguments for the case of private 
enterprise. 
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That there is a substantial interest 
to be determined is unquestioned. 
Wartime shortages of power in the 
Northeast caused the issues, which 
had been growing since 1895, to pre- 
cipitate into decisional form. In that 
year the first hydroelectric generating 
station at Niagara Falls was con- 
structed by a private company. Diver- 
sion of Niagara waters for this and 
subsequent installations caused the 
United States and Canadian govern- 
ments to appoint the International 
Joint Commission as provided for by 
the Boundary Waters Treaty of 1909. 
This commission, composed of men 
representing each government, was 
made responsible for protecting the 
public interest of both countries in 
their bounding waterways. It was 
established “. . . to prevent disputes 
regarding the use of boundary waters, 
and to settle all questions . . . involv- 
ing the rights, obligations, or interests 
of either [country]... .” Under this 
treaty generating companies were 
allowed to divert 32,500 cubic feet per 
second from the river. In 1950 an 
average additional diversion of the 
same amount was allowed to the 
United States by the Niagara Rede- 
velopment Treaty. However, in ratify- 
ing the treaty the United States Senate 
attached the resolution that no one 
should be licensed by the Federal 
Power Commission to develop the 
additional power made available by 
this diversion until specifically author- 
ized by the Congress. 


HREE bills before the 82nd Con- 
gress authorizing Federal devel- 
opment, development by the New 
York State Power Authority, and de- 
velopment by private industry, respec- 
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tively, failed of passage. No further 
action may be taken until one of these 
bills or another bill is introduced 
before the 83rd Congress and passed. 

The treaty of 1950 also requires 
construction of a remedial works in 
the Niagara river so that the crest line 
of the falls will remain unbroken when 
the total diversions allowed to both 
Canadian and American agencies are 
utilized. The additional quantity of 
32,500 cubic feet per second was care- 
fully calculated in order to insure 
maintenance of the scenic spectacle. 
The International Joint Commission 
already has approved plans for these 
works, which will cost an estimated 
$2,000,000. 

Pondering additional diversions, the 
Federal Power Commission and the 
U.S. Army Engineers joined with the 
Niagara Mohawk Power Corporation 
to devise the best water-power utiliza- 
tion plan. Their engineering report of 
1949, substantially similar to that of 
the Niagara Falls Power Corporation 
made thirty years previous, is the offi- 
cial plan now endorsed under the 1950 
Redevelopment Treaty. It provides 
for construction of power stations 
which would have a generating capac- 
ity greater than that of the Hoover 
dam project in the Colorado river, or 
more than half that generated at the 
Grand Coulee dam in the Columbia 
river. The total installed capacity will 


be 1,200,000 kilowatts. However, be- 
cause the flow rate of the Niagara riv- 
er varies from approximately 160,000 
cubic feet per second in winter, to 
235,000 in early summer, there would 
be a dependable or firm capacity esti- 
mated to be 952,000 kilowatts. The 
total cost of such Niagara redevelop- 
ment will be over $390,000,000. 


NALYZING the New York state 
power production records for 
1950 aids in understanding these 
figures. In that year there was a total 
generating capacity in the state, in- 
cluding existing facilities at Niagara, 
of 6,250,487 kilowatts. Twenty-nine 
and one-half billion kilowatt hours of 
energy were produced and sold. The 
estimated total annual power output at 
Niagara, based on firm capacity, is 
7.8 billion kilowatt hours. Completion 
of the proposed additional facilities 
would increase the 1950 capacity in the 
state by 13.7 per cent. 

Completion of the Barnhart dam 
and powerhouse in the International 
Rapids section of the St. Lawrence 
river will add a maximum additional 
capacity of 940,000 kilowatts. This 
represents a firm capacity of 700,000 
kilowatts for supplying New York 
area consumers. The average annual 
energy production based on this figure 
is 6.3 billion kilowatt hours, or roughly 
one-fifth of the 1950 total. 


7 


private money, private risk capital, with excellent possibili- 


q “PRESENT at Niagara is an opportunity for investment of 


ties for reasonable profit. This situation is exactly that which 
has stimulated growth in American industry. There have 
been abuses of this system but for the most part securities 
and corporation regulations have removed the dangers which 
existed fifty years ago.” 
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Together then, the plans for Niag- 
ara and St. Lawrence waters pro- 
vide for annual generation of 14 bil- 
lion kilowatt hours, or over 40 per 
cent of the power generated in New 
York in 1950. This represents two- 
thirds of the estimated total expansion 
in power-generating facilities required 
in order to supply the increased 
domestic and industrial demands of 
the region by 1960. 

Completion of these projects is de- 
sirable, regardless of who does them. 
In a cost survey made by the Federal 
Power Commission in 1950, it was 
determined that fuel costs for steam- 
generating stations of the Northeast 
then averaged 3.8 mills per kilowatt 
hour. Such steam power was delivered 
to the bus bar at an average cost of 
7 mills. Comparable tax-free electric 
power from Niagara could be de- 
livered at the bus bar for 2 mills, less 
than the cost of coal only for steam 
generation. Steam power cannot com- 
pete with this cheap hydro. 

In addition, the steady flow rate of 
these rivers is a phenomenon which 
makes them ideal for power develop- 
ment. The ratio of maximum to mini- 
mum flow at both sites is 2.1 which 
compares with 33.1 at the Bonneville 
dam on the Columbia river and 115.1 
at the Wilson dam of the TVA. There 
probably are no better conditions in 
the country. 


H-’ strong is the position of each 
of the parties? What authority 
is offered and what is the program 
presented for development by the 
private, state, and Federal groups? 
First, the position of private indus- 
try is the oldest and most revered in 
American economy. Privately owned 


MAY 21, 1953 


public utility companies seek sanc. 
tion for Niagara development in the 
tradition of free enterprise. 

Present at Niagara is an oppor- 
tunity for investment of private 
money, private risk capital, with ex- 
cellent possibilities for reasonable 
profit. This situation is exactly that 
which has stimulated growth in 
American industry. There have been 
abuses of this system but for the most 
part securities and corporation regu- 
lations have removed the dangers 
which existed fifty years ago. Com- 
petent businessmen now accept public 
responsibility for their activity, but 
opportunity must remain or their 
activity will become depressed and 
risk capital extinct. The five principal 
companies of New York state, the 
Central Hudson Gas & Electric Cor- 
poration, Consolidated Edison Com- 
pany of New York, Inc., New York 
State Electric & Gas Corporation, 
Niagara Mohawk Power Corporation, 
and the Rochester Gas & Electric Cor- 
poration, are ready and able to or- 
ganize and finance a joint corporation 
to begin construction immediately. 


Srenee, in 1931 New York state 
declared such parts of the Niagara 
and St. Lawrence rivers as are within 
its boundaries to be resources of the 
state for the use and benefit of the pub- 
lic and that the hydroelectric power 
sites shall always remain inalienable 
to the people of the state. This, the 
policy of the New York Power 
Authority Act, was made law with 
the signature of Governor Franklin 
Delano Roosevelt. It was dispositive 
of the executive policy of every gov- 
ernor of the state between 1900 and 
1931. 
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The Real Cost of “Cheap Power” 


“ae most elusive and therefore most dangerous argument ad- 
vanced by proponents of public power concerns cost. Their con- 
tention is that government power means cheap power. On the surface 
they present a program which wins support from persons unable to 
consider every pertinent detail. The cost of developing Niagara will be 
over $350,000,000. On the basis of this investment private industry, if 
licensed, would pay annual taxes of $23,000,000: $9,350,000 would 
go to Federal government, $4,300,000 to state, and $9,450,000 to lo- 
cal and municipal government.” 





This act created the New York 
Power Authority to develop the power 
potential in the name of the people 
of the state. In accord with its law, 
the authority has outlined the program 
under which it seeks to construct and 
operate both power projects. It plans 
to finance construction through issu- 
ance of revenue bonds at an estimated 
interest rate, without pledging the 
credit of the state, between 24 to 3 per 
cent. On this basis it could sell power 
at the bus bar at 2 mills per kilowatt 
hour. 


NDER the “New York plan,” rural 
and domestic consumers receive 
preference in the sale of this cheaper 
power. In order to administer this 
preference the authority plans to sell 
all the power it generates to private 
distribution companies under contracts 
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for transmission and sale to consum- 
ers. Allowing for reasonable trans- 
mission profits, the authority would 
determine, in its contracts, what the 
resale price to residential and domestic 
consumers would be. Such rate con- 
tracts would be subject to periodic 
revision or even rescission upon viola- 
tion of the stated rates. In areas 
where private companies are not able 
to co-operate, the authority is em- 
powered to construct and operate its 
own, possibly competing, transmission 
facilities. This feature is similar to 
Federal transmission programs. 


HIRDLY, construction and opera- 
tion by the United States govern- 
ment would be by the Department of 
the Interior and the United States 
Army Corps of Engineers. This could 
be done only with generation and sale 
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of power incidental and secondary to 
another constitutionally authorized 
Federal program undertaken under 
the commerce, war, or welfare clauses. 
In other projects, reclamation, flood 
control, sanitation, and irrigation have 
been legally moving programs. The 
current argument for the St. Lawrence 
is navigation. At Niagara, it is the 
international problem of the remedial 
works construction. 

Fashioned thus, then, incidental 
power is at the disposal of Interior. 
It would be sold according to the 
policy of the 1944 Flood Control Act 
whereby preference must be given 
co-operatives and public bodies. To 
this end the department would be 
authorized to build its own transmis- 
sion lines to carry the power to load 
centers. These lines, constructed at an 
additional cost of $40,000,000, would 
duplicate existing private lines and 
would compete with them over areas 
already provided with adequate trans- 
mission capacity. It is argued that this 
would make cheap power available to 
all remaining nonelectrified farms in 
the state and to co-operative and 
municipal power organizations. The 
Rural Electrification Administration 
has supported these plans, because the 
Federal power policy insures this 
power to its subscribers. However, in 
1950 there were 4,400 REA subscrib- 
ers in New York with a total con- 
nected load of 3,500 kilowatts, equiva- 
lent to 0.37 per cent of the American 
generating capacity at St. Lawrence. 


A three interests were represented 


in the 82nd Congress. Each 
party had a bill before the House and 
Senate providing for the authorization 
required by the Senate resolution 


attached to the Niagara Redevelop. 
ment Treaty. None was passed. 

One of these, the Capehart-Miller 
Bill has been introduced in the 83rd 
Congress (S 689, HR 2289). If 
passed, over-all development of Niag. 
ara would be by private enterprise. 
If no direct support is forthcoming 
for the New York State Power Au- 
thority, it is conceivable that a bill 
may be introduced to override the 
Senate resolution of 1950 and refer 
debate to Federal Power Commission 
hearings. The commission is required 
to give preference to public bodies, 
under Federal power policy, in cases 
of identical applications from private 
and public agencies. Without a change 
in this policy, passage of such a bill 
would mean political victory for the 
authority. 

What body should be licensed to de- 
velop Niagara power? There are many 
points at issue but when summarized 
all arguments weigh in favor of 
licensing Niagara as a private power 
project. 


HE most elusive and therefore 

most dangerous argument ad- 
vanced by proponents of public power 
concerns cost. Their contention is that 
government power means cheap 
power. On the surface they present 
a program which wins support from 
persons unable to consider every perti- 
nent detail. The cost of developing 
Niagara will be over $350,000,000. 
On the basis of this investment private 
industry, if licensed, would pay annual 
taxes of $23,000,000: $9,350,000 
would go to Federal government, 
$4,300,000 to state, and $9,450,000 
to local and municipal government. 
There would be additional income 
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taxes payable by shareholders on divi- 
dends of the private companies which 
are not included in the $23,000,000 


figure. 


Fagen an 8 per cent return on 
the equity, private power from 
Niagara could be sold at the bus bar 
for 4.85 mills per kilowatt hour. The 
government price would be approxi- 
mately 3 mills less. The figure for 
comparable private steam generation 
is 7 mills. This is demonstrated by 
public power advocates who point out 
that the government can finance the 
project at 24 per cent interest while 
private companies must pay a mini- 
mum of 3.2 per cent going interest. 
In addition, no interest payments are 
calculated during construction periods 
of Federal projects. 

Does this mean greater saving and 
less ultimate cost? Even though gov- 
ernment accounting practice does show 
a lower paper cost, the living situation 
is a familiar one to American tax- 
payers. The Hoover Commission re- 
ported in 1949, after careful survey 
of public and private power develop- 
ments, that the price differential is 
nearly equal to the tax component. 
Subsequent studies by private indus- 
trial groups substantiate this finding. 
Public power advocates propose noth- 
ing more than an inflationary theft 
from Peter to pay Paul. Taxpayers 
would be caught in the middle again. 
The difference of 3 mills per kilowatt 


hour would not exist if private enter- 
prise were relieved of its tax-paying 
obligation, but then neither would 
community and state municipal devel- 
opments which depend upon tax reve- 
nues for their budget appropriations. 
These are not mere rumors. The 
law of public service is the law of 
reasonableness and the public utility 
law of this country does not allow 
unreasonable profits for private utility 
corporations. They are allowed a 
reasonable return based upon a fair 
and equitable dynamic evaluation of 
their business. This was stated by the 
United States Supreme Court in 1944 
in the famous Hope Natural Gas Case. 
In this instance, the public interest is 
protected by the Federal Power Com- 
mission and the New York Public 
Service Commission with which rate 
schedules must be filed and approved. 
There is not a freedom to exact 
profits as large as the public will 
bear, consistent only with competitive 
conditions, as in other industries. 


| generis in the New York plan 
is a proposal to establish an in- 
tegrated power pool among existing 
utility systems. This power pool would 
allow for greater efficiency in dispatch- 
ing power to peak-load areas from 
least expensive generating sources, as 
peak-load areas vary from point to 
point across the state. Such integra- 
tion would be closely supervised by the 
authority in order to insure conditions 


e 


the public utility law of this country does not allow unrea- 


q “THE law of public service is the law of reasonableness and 


sonable profits for private utility corporations. They are 
allowed a reasonable return based upon a fair and equitable 
dynamic evaluation of their business.” 
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of maximum load factor on all of its 
own generating equipment. Such 
operation allegedly can be obtained 
only if the authority is licensed for 
operation of both projects. Then rates 
to residential and domestic consumers 
would be determined by the power 
authority. The sales to these consum- 
ers amounted to 14 billion kilowatt 
hours or over 40 per cent of the total 
electric energy sold in New York state 
in 1950, a substantial bloc of power. 
The bargaining position of the author- 
ity would then permit close super- 
vision of rates to all consumers. This 
is a duty already exercised under legal 
authorization by the New York Public 
Service Commission. 

Eventually, under this plan, a 
Northeast Power Pool would be cre- 
ated. An interstate agency, operating 
under congressional approval, would 
then co-ordinate generating facilities 
and dispatch power from the most effi- 
cient generating stations as the peak 
load moves with the clock from Maine 
to Ohio. One finds the logic difficult 
in arriving at the conclusion that the 
power authority must be licensed to 
operate the Niagara Falls power proj- 
ect in order for such integration ever 
to be realized. 


- the first place, it appears that the 
true purpose of the authority is to 
regulate rates by bludgeoning the 
power market with tax-free power, 
rather than by lawful regulation. 
Regulation is tried and accepted in 
the American utility industry but 
coercion is something new. Private en- 
terprise will be hurt. When necessary, 
damage to private financial interests is 
accepted on the basis that there must 
be certain sacrifices made for public 
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benefit. In this matter the work of the 
power authority will not only be un- 
necessarily tortuous but superfluous, 
It is a second public agency established 
to administer an activity already ade- 
quately supervised by the public serv- 
ice commission. If the problem is a 
mere matter of lower rates to consum- 
ers, of tighter rate regulation, why is 
not a change in the enabling statute of 
the public service commission the 
correct solution? 

The PSC could adequately super- 
vise a program of “proper” rates. 
Moreover if this were done, it appears 
that the New York power policy 
would be properly administered. The 
complete interest and ownership of 
the people of the state, if indeed 
ownership does exist, in their bound- 
ing waterways would be adequately 
protected. 

Secondly, if integration were the 
only issue, there would be a distinctly 
separate debate over who should ad- 
minister a power pool. The economy 
of operating such an integrated pool 
is not disputable, but private com- 
panies are also always eager for oppor- 
tunities to economize. Private com- 
panies do not oppose integration. 
Actually they already have a closely 
interconnected system among their 
own local lines. 


panenannn interstate integration is 
not presently economical because 
other northeast states have not had 
large reserves of less expensive hydro- 
electric power developed. If devel- 
oped under some future interstate 
agency, the autonomy of the New 
York State Power Authority would be 
questionable. With this argument of 
integration labeled basic, the very 
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Tax-free Power Is Cheap 


6G YN a cost survey made by the Federal Power Commission in 1950, 

it was determined that fuel costs for steam-generating stations 

of the Northeast then averaged 3.8 mills per kilowatt hour. Such steam 

power was delivered to the bus bar at an average cost of 7 mills. Com- 

parable tax-free electric power from Niagara could be delivered at the 

bus bar for 2 mills, less than the cost of coal only for steam generation. 
Steam power cannot compete with this cheap hydro.” 





existence of the authority is also 
questionable. 


 jemipeate integration, the authori- 
ty would be obliged to construct 
firm-up steam capacity and compete 
directly with private companies. This 
would be even more objectionable and 
perhaps could not be done under its 
present law. With integration, the is- 
sues are argued confusingly. Pause is 
not given the fact that until creation of 
an interstate agency legislation could 
be accomplished which would allow 
regulation of a local power pool by any 
state agency, regardless of its owner- 
ship of even one kilowatt of generat- 
ing capacity. After creation of a 
proper interstate agency, existence of 
the state agency would not be re- 
quired. The New York State Power 
Authority does not need a license for 
Niagara because it wishes to promote 
integration. It promotes integration 
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because it wishes to be licensed. 

Interesting to meet is the charge 
that if a license were granted by the 
Federal Power Commission to private 
industry, state law would render it 
illegal and void. It is asserted that the 
New York power policy, which is the 
law of the Power Authority Act re- 
serving the power potential to the 
people of the state, precludes private 
licensure. If this were true, there 
would be dual control over these in- 
ternational waterways. Federal law 
would be subservient to that of a state. 


pe are legion which decry the 
absurdity of this situation. State 
law is accepted as supreme in any area 
with respect to which the Congress has 
not legislated. When Federal law is 
enacted inconsistent with state law, 
it is the state law which is struck 
down. Here the state interest is sacri- 
ficed in the interest of a public greater 
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than only the people of the state of 
New York. 

The Niagara Falls-Buffalo area is 
not one for argument of sanitation, 
reclamation, flood-control, or irriga- 
tion proposals. The banks of the 
Niagara river are largely state park 
areas. The region is heavy with in- 
dustry. The situation is not one typi- 
cal or demanding of governmental 
participation. If this development is 
opened for public control there is no 
limit to the extent which government, 
once shorn of its present “dual- 
purposed” constitutional requirements, 
can invade and confiscate private 
business interests. This is Socialism. 
It has happened in Britain with results 
for the entire world to ponder. It is 
not consistent with ideals of personal 
integrity, and liberty for training of 
individual, constructive thought. It is 
destructive of American free enter- 
prise economy. 


gees power is not required to mod- 
ernize and electrify the region 
around New York state, nor is it re- 
quired to make available cheap power 
for farm and domestic consumers. In 
1950 the national average price to 
farm and domestic consumers was 
2.88 cents per kilowatt hour. The 
average in New York state was under 
that at 2.75 cents per kilowatt hour. 
For farms alone, the national average 
in 1950 was 3.18 cents; that for up- 
state New York was 2.32 cents. In 
the same year, there were 6,355 un- 
electrified farms in New York state. 
This is 4.3 per cent of all farms in the 
state. Is this the type of situation 
which has demanded Federal power 
developments? It definitely is not. 
Typical and important to note, is the 


situation existing in the Tennesse 
valley region before TVA. There 
then resulted a total of 3 per cent 
electrification. Today there remains 18 
per cent to be electrified. 


Is it necessary, and in the public 
interest, to provide for public de. 
velopment in order to protect the co- 
operatives and municipal groups in 
New York? This would be achieved 
under the Federal power policy of the 
Flood Control Act of 1944. The 
answer is made evident by observing 
the size of these groups. There are 
4,400 REA customers in New York. 
In 1950 their purchases amounted to 
one-twentieth of one per cent (0.05 
per cent or 0.0005 of the total amount) 
of the total kilowatt hours consumed 
in New York during the year. It is 
hardly justified that legislation be 
based upon this negligible special in- 
terest of the interested public. 
Maintenance of the scenic spectacle, 
and construction of the remedial 
works at the falls, is not such an im- 
portant project as to constitute the 
necessary “dual purpose.” It is being 
argued as one, however. The design 
and construction of the remedial 
works will be licensed and directly 
supervised by the International Joint 
Commission. The United States gov- 
ernment already is represented on this 
body. It is not necessary, therefore, 
that another public agency be licensed 
for the work in order to protect the 
public interest. The cost of the reme- 
dial works as estimated is less than 2 
per cent of the total estimated power 
project cost. Legislation requiring 
public participation in power, based on 
this small interest, is not justifiable. 
It is also urged that private devel- 
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opment of Niagara power would not 
be in the best interest of national de- 
fense and security because private in- 
dustry would follow the most inex- 
pensive plan of construction, not 
necessarily that of the U. S. Army 
Engineers, 

It already has been noted that 
there could be no profit motive 
behind such a plan. Moreover, the 
Niagara Falls Power Corporation 
proposed a plan thirty years ago which 
is substantially similar to the one now 
endorsed by the Army Engineers and 
the Federal Power Commission. This 
latter plan, proposed in 1949, also en- 
joys the endorsement of the private 
industrial groups seeking to be licensed 
to do the project. The Federal Power 
Commission is charged with the re- 
sponsibility of protecting the public 
interest in these matters. No license 
would be forthcoming from the com- 
mission in the first instance, if the 
applicant did not have a practicable, 
suitable proposal for development, 
shown to be completely in the public 
interest. 


r the project is done publicly addi- 
tional steam-generating capacity 
must be added to “firm up” the un- 
steady water power. Without it, sale 
contracts could hardly be made since 
there would be no certainty as to the 
availability of power for consumers. 
This will be unnecessary if done by 
private interests because the 5-com- 
pany group has sufficient steam capac- 
ity in the area now for such purposes. 
The required steam capacity for firm- 


ing up is estimated to be 800,000 kilo- 
watts, which if installed by the govern- 
ment would cost $100,000,000. 


HE issue is clear: Construction of 

the project by public agency is a 
clear invasion of private business by 
government. The industrial demands 
for power in the Northeast are heavy. 
Much of this demand is by defense in- 
dustry. Private utility companies have 
met the challenge of supplying this 
power and they are qualified to develop 
Niagara. True, the qualifications of 
public proponents cannot be chal- 
lenged. 

However, one wonders if personal 
ambition to construct the Niagara 
works, the last large plum of the 
tree of hydroelectric development in 
this country, has been of greater im- 
portance in their minds than the fu- 
ture of the nation’s business. If such 
persons are licensed, then the only limit 
to the power of government to invade 
business in any area, is that of per- 
sonal whim and fancy. Perhaps to in- 
sure perpetuation of personal employ- 
ment, their supporting political ma- 
chine was turned in their favor. This 
picture is not a bright one and no per- 
son, regardless of political faith, hopes 
for substantiation of its truth. There 
is assurance, however, now that the 
1952 elections have removed the sup- 
port of this 20-year-old public power 
political machine, that the 83rd Con- 
gress will consider the free enterprise 
arguments fully and revitalize busi- 
nessmen’s faith in America’s future in 
the process. 
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Is the Atomic Setup a Bargain? 


I READ over with great interest the article of 

Mr. George W. Keith entitled “Utility 
Company Supply for Atomic Energy Develop- 
ment” in the Pusiic UTILITIES FoRTNIGHTLY 
for March 12, 1953. 

1 noted particularly that Mr. Keith felt that 
the Portsmouth project signing, in which the 
Ohio Valley Electric Corporation was formed 
as a subsidiary of a number of the largest util- 
ity companies in the area, “really is a new 
Magna Carta of hope.” 

In the Securities and Exchange Commission 
report in Re Ohio Valley Electric Corp. 96 
PUR NS 143 (SEC, 1952), the 25-year power 
agreement between the Atomic Energy Com- 
mission and Ohio Valley providing for the con- 
struction and operation by Ohio Valley of the 
necessary facilities and supply of the power 
requirements of the atomic energy plant pro- 
vides that the government — through the 
Atomic Energy Commission—will pay approx- 
imately 97 per cent of the operation including 
interest, amortization of debt capital, income 
and other taxes, plus a return of 8 per cent on 
the equity capital actually invested. The cost 
of the electric facilities proposed to be con- 
structed by Ohio Valley and its subsidiary is 
estimated to be between $370,000,000 and $440,- 
000,000, of which 5 per cent or approximately 
$20,000,000 are to be equity capital and the re- 
maining 95 per cent of the funds are debt se- 
curities of which six-sevenths will consist of 
first mortgage and collateral trust bonds hav- 
ing an interest rate 33 per cent, and the re- 
maining one-seventh unsecured notes with serial 
maturities having an interest rate of 4 per cent. 

In the first place the rate of return of 8 
per cent on the equity capital actually invested 
is substantially below the rate of return on 
equity capital allowed in any of the recent elec- 
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tric rate cases and, on this basis, the cost of 
capital and rate of return to Ohio Valley will 
be 3.95 per cent!! (See table below.) 


Wwure the undertaking of the supply of 
energy to the Atomic Energy Comnis- 
sion by Ohio Valley rather than by some gov- 
ernment agency such as the Tennessee Valley 
Authority or the Bureau of Reclamation, or 
some new administration such as the Ohio Val- 
ley Administration, may be a constructive step 
in permitting private enterprise to carry out 
such work in lieu of the government, it seems 
certain that such a “locked in” rate of return of 
3.95 per cent for, perhaps, the next twenty-five 
years will not prove to be any great help to 
those connected with the rate regulatory prob- 
lems of the electrical industry as a whole. 
Perhaps instead of being the “Magna Carta 
of hope” of the electrical industry the signing 
of this new contract and its approval by all the 
parties concerned will prove to be only an- 
other step in the detailed regulation of electric 
companies now being carried on by the govern- 
ment ! 
—Henry F. Lippitt, 2np. 
New York, New York. 


> 


More about the “Spanish Lesson” 


I HAVE read with great interest the article 
by Herbert Bratter in your April 23rd issue 
on the difficulties encountered in Spain by the 
—- Traction, Light & Power Company, 

t 

The publication of this article is to me an 
encouraging indication that the fate of this 
company, for the rights of which I have strug- 
gled for several years, is also of interest to 
other Americans operating in the public utility 
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field. Your readers may be interested in a re- 
cent development bearing on the account of 
“The Spanish Case” at page 564 of Mr. Brat- 
ter’s article. ; . 

The article refers to a statement issued in 
the form of a Joint Minute in Madrid on June 
11, 1951, by the then Spanish Minister of In- 
dustry and Commerce and by the British Am- 
hassador, acting on behalf of the British and 
Canadian governments, which it declared to 
have been “damaging to the company’s posi- 
tion in the public eye, especially in Spain.” 

There can be no doubt that the Joint Minute 
was damaging to the company’s position, a fact 
that was widely recognized and commented up- 
on in the city of London. It has now been re- 
vealed in a reply to a question in Parliament 
that the British government was also aware 
of the damage being done to the company by 
the Joint Minute and that it made representa- 
tions to the Spanish government in an effort 
to clarify the situation. 


i t~y following is the written reply printed 
in Hansard (and the London Times) on 
March 6, 1953, to a question asking the Chan- 
cellor of the Exchequer whether he would 
make a statement about the affairs in Spain 
of the Barcelona Traction, Light & Power 
Company and its subsidiaries; and, in par- 
ticular, on the interpretation which has been 
placed in the proceedings in the Spanish courts 
on the Agreed Minute signed by Her Majesty’s 
Ambassador in Madrid on June 11, 1951: 


As regards the second part of the ques- 
tion, paragraph 3 of the Agreed Minute 
stated that the British and Canadian repre- 
sentatives in the Madrid discussions had 
been informed of a statement which had 
been made by the Spanish Minister of In- 
dustry and Commerce and which had re- 
ferred to “irregularities of all kinds” by 
this group of companies. In certain legal 
proceedings in Spain in August, 1951, it was 
implied that in the paragraph quoted the 
British representatives had associated them- 
selves with the allegations of such irregu- 
larities. There are no grounds whatsoever 
for such an interpretation of the Minute, 
and in December, 1951, the attention of the 
Spanish government was drawn to the un- 
justifiable use to which the Minute had been 
put and the hope was expressed that, if, as 
seemed possible, the decision of the judge 
in the case in question had been influenced 
by the distorted interpretation which had 
been placed on the Minute, the Spanish gov- 
ernment should take urgent steps to clear 
up any misapprehension. Since the Spanish 
government stated in reply that it did not 
consider such action necessary, I am glad 


— 


of this opportunity to make known the posi- 
tion of Her Majesty’s government. 

Generally, on the affairs of this group of 
companies, I would express the hope that a 
settlement can be reached between the parties 
concerned which should take account of the 
legitimate interests of the Barcelona Trac- 
tion shareholders and of those who have 
legitimate claims against the company and 
its subsidiaries. 

—D. N. HEINEMAN, 
New York, New York. 


* 


Correction of Cost Analysis 


(Telegram to the editor) 

(Cuamarecaziens your excellent April 23rd 

issue re Dean Wherry’s clarion call and 
my sincere appreciation generous space al- 
lotted Major Flagg’s recent vitally important 
pronouncements, all of which were absolutely 
sound and conservative as follow-up to similar 
statement by EEI President England’s earlier 
message to the industry. Obvious typographical 
errors in Mr. Ely’s text together with prob- 
able omissions are extremely regrettable. 
Paragraph five, page 577, as printed, is errone- 
ous ...in so far as the major objective of any 
utility cost analysis is to show not only tks: 
disparities in class rates of return but the gen- 
erally far greater disparities in the respective 
percentages of net income versus gross rev- 
enue versus return per dollar of gross revenue 
contributed by the “various major divisions of 
electric sales.” Applying documented class 
operating ratios to Mr. Ely’s own figures on 
page 577 amply confirms Major Flagg’s quoted 
6 per cent and 3.7 per cent, which figures Mr. 
Ely presumes to challenge. Mr. Ely’s grand 
plug for the work I pioneered in 1915 (Elec- 
trical World, February 24, 1917) relative to 
the importance of determining the trends of 
profit and loss contributed by various major 
appliances is appreciated, although much credit 
must go to the past sixteen years’ work of 
Maynard Turner’s AEIC Load Studies Com- 
mittee and also to Hot Point, Inc., for whom 
we have prepared several volumes covering 
both domestic and commercial appliances, 
which studies have been given wide distribution 
1934 to date. I will gladly respond to your 
telephone invitation to contact Mr. Ely. Am 
sure I can resolve as many apparent confusions 
by presenting upward of forty years’ case his- 
tories and findings by ourselves, none of which 
have ever been repudiated by any court or com- 
mission up to and including our Supreme 
Court. 


&- 
—WitiaM S. LEFFLER, 
Engineers Associated, 
Noroton, Connecticut. 
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OSC VA 
Interior Gets the Ax 


UBLIC power advocates threw up the 
fight against House of Representa- 
tives’ cuts in the Interior Department 
budget even before the final roll call. 
They are pinning their hopes on the Sen- 
ate, which has traditionally restored 
items cut out by the House in the In- 
terior Department budget for public pow- 
er projects and transmission lines. A 
desperate effort was made under the pop- 
ular leadership of former Speaker Sam 
Rayburn (Democrat, Texas) to increase 
the “continuing fund” for Southwestern 
Power Administration by $3,586,000 to 
provide payments for rentals of transmis- 
sion proposals and so-called “super co- 
op” lease payments. When the House 
voted this down, members of the power 
bloc decided not to risk a defeat on other 
items, in view of the obvious temper of 
sentiment on the floor. 

It is not certain that the Senate of the 
83rd Congress will live up to the liberal 
reputation of preceding upper chambers. 
The Republican-southern Democratic 
coalition is working pretty smoothly in 
the Senate. In view of the fact that south- 
ern Senators from coastal states already 
have been paid off by the Eisenhower ad- 
ministration’s leadership on the tide- 
lands oil battle, the GOP leadership 
thinks it can make most, if not all, of the 
House economies stick. Impartial ob- 
servers are inclined to think the chances 
are about even that the Senate will re- 
store several items, including the con- 
tinuing fund for SWPA. 

This would leave the decision up to a 
conference between the two chambers 
and the composition of the conference 
committee would go a long way towards 
deciding the outcome. In this respect, 
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Chairman Taber (Republican, New 
York) of the House Appropriations 
Committee is determined to see that none 
but hard-boiled, economy-minded House 
members get Republican assignments. 
And the size of the votes on the floor 
would indicate that the House will back 
up the New York Congressman in any 
battle he might have with the Senate. 


HE House action trimmed $200,- 

000,000 from the $607,000,000 re- 
quested by former President Truman. 
This also amounted to a $78,000,000 cut 
from Eisenhower’s recommendations. 
The House Appropriations Committee 
had recommended $404,863,239 for In- 
terior agencies and was sustained except 
for two minor items not connected with 
public power. 

The House committee’s allowance of 
$133,000,000 for the Bureau of Reclama- 
tion, compared with $177,000,000 re- 
quested by Secretary McKay, was ap 
proved by the House. This action elimi- 
nated all money for “new starts” on 
transmission lines in the Missouri basin, 
amounting to nearly $6,000,000. Some 
$16,900,000 worth of transmission lines 
were cut from the Bonneville Power 
Administration, and requests for $5, 
500,000 for Southeastern Power Admin- 
istration and $1,477,800 for transmission 
lines in the SWPA area were also denied. 

The House Appropriations Commit- 
tee’s decision to turn over the Federal 
synthetic gasoline plant at Louisiana, 
Missouri, to private industry was sup- 
ported by House action. Interior Secre- 
tary McKay had told the committee that 
the government could save $10,000 a day 
and that five firms were interested in 
acquiring it. Another synthetic plant at 
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Rifle, Colorado, was restored by floor 
amendment, The Bureau of Mines’ un- 
derground “gasification” of coal experi- 
ments at Gorgas, Alabama, will be 
dropped unless restored by the Senators. 


Public Power Monopoly Blasted 


oME of the policy statements con- 

tained in the House committee’s re- 
port were just about as important as the 
drastic cuts in Interior Department 
funds. A committee told the department 
it “should be concerned with only those 
functions or activities which private en- 
terprise cannot or will not undertake. 
Where private enterprise is unable to 
completely develop resources without as- 
sistance there should be a working part- 
nership between the Federal government 
and private interests in which the latter 
should discharge its obligations to the 
fullest to serve the public interest and 
place additional property on the tax 
rolls.” The committee said: 


Essential and completely justified 
projects in the construction stage shall 


be carried to completion, but wherever 
possible, private enterprise shall be 
taken into partnership to build, own, 
and operate that part of each project 
that can be handled by private owner- 
ship under conditions that protect the 
interest of all the people. 

In all future projects or new starts, 
which include transmission lines, pri- 
vate enterprise shall be urged to take 
the initiative in constructing, owning, 
and operating such works before mon- 
ey is made available for Federal con- 
struction. 


Representative Jensen (Republican, 
Iowa), chairman, said his group has 
adopted a general policy that Interior 
“should be concerned with only those 
functions or activities which private en- 
terprise cannot or will not undertake.” 
In explaining cuts made in appropria- 
tions for the Bonneville Power Adminis- 
tration, some $16,500,000, the subcom- 
mittee criticized “vigorous efforts which 
have been put forth by BPA in recent 
years to sell its program and its power 
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anywhere and everywhere that it might 
conceivably build a transmission line. 
The committee cannot read into the 
Bonneville Act anything directing the 
Administration to build transmission 
lines and related facilities in a continu- 
ously expanding area.” With respect to 
the Bureau of Reclamation, the report 
said the committee, as a general policy, 
“will not consider appropriations for any 
project not authorized by legislation and 
for which construction funds have not 
been previously appropriated.” 


O bee House subcommittee recom- 
mended that existing law be 
amended to require specific congressional 
authorization for all projects, Future re- 
quests for project authorizations and ap- 
propriations would have to include proj- 
ect justifications, cost allocations, and 
payment schedules based on a separate 
economic justification for each individual 
project. The report stated: 


The committee is convinced that the 
present system of initiating projects 
purely on the finding of feasibility by 
the Secretary gives him “more author- 
ity than a bad man should have, and 
more than a good man should want.” 


The committee report pointed to 
Hoover dam as “an outstanding example 
of how government and private enter- 
prise can work hand in hand to mutual 
advantage.” Power sales contracts re- 
cently executed with certain public 
agencies in the Central Valley project 
were condemned as improvident and the 
Secretary of Interior was urged to with- 
hold or withdraw his approval of them, 
pending a ruling on their legality. 


¥ 


Interior Policy Spokesmen 


NTERIOR Secretary McKay, at a recent 

press conference, spelled out in con- 
crete terms some interesting general 
policy statements about public power. In 
announcing his decision not to support 
the controversial Hell’s Canyon project 
before the Federal Power Commission, 
McKay declared his belief that “private 
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enterprise, wherever possible, should be 
allowed to develop water-power projects, 
provided they do not interfere with the 
orderly development of our natural re- 
sources.” By implicaton, he endorsed 
plans of the Idaho Power Company to 
build three low-head dams on the Snake 
river, plans which were bitterly opposed 
by his predecessor, Oscar Chapman. 
Furthermore, he expressed the view that 
the Interior Department should not, in 
general, appear before the Federal Power 
Commission as a “partisan contestant” in 
such matters. 


PEAKING of policy statements, Mc- 

Kay’s Assistant Secretary Fred 
G. Aandahl made some frank com- 
ments in his speech before the natural 
resources department luncheon of the 
Chamber of Commerce of the United 
States in Washington, D. C., on April 
29th. He outlined a practical approach to 
clearing up the “Washington mess” as it 
relates to power projects. “We cannot 
approach the problems in the light of 
what we might do if we were to make a 
new start,” Aandahl said, “we must take 
conditions as we find them.” It was his 
expressed hope that during the time of 
the present administration’s “official re- 
sponsibility” that good administration 
would work in the direction of changing 
“unfortunate trends” and establishing 
new trends. 

Interior’s new officials found they had 
“inherited a Federal power structure 
that was conceived with the ultimate ob- 
jective in mind of a completely federal- 
ized electrical generating system that was 
fully monopolistic as far the the Federal 
government was concerned,” Aandahl 
said. “We found that the Reclamation 
Bureau, Bonneville Power Administra- 
tion, Southeastern and Southwestern 
Power administrations, have reached out 
beyond the bounds of propriety as we 
measure it in the light of the objectives 
of the present administration.” The an- 
swer, he said, was not complete reorienta- 
tion and remedial legislation (which 
might have political repercussions) but 


proper and considerate administration, 


CS of Federal mutltipur. 
pose development, with power in. 
cidental, better bookkeeping, more just 
allocation of costs to the power phase, 
better marketing practices under a modi- 
fied administration of the preference 
clause, and long-term contracts for all— 
such were the amelioratives offered by 
the new Interior official. 

In other words, Aandahl was implied- 
ly answering the suggestion made by a 
principal speaker at the chamber lunch- 
eon, Representative Coudert (Repubi- 
can, New York), that the government 
get out of the power business and tur 
back some of the projects it already has. 
Aandahl plainly hinted that the depart- 
ment cannot go too far too fast in the 
other direction until public opinion is 
educated to the point of acceptance. To 
do otherwise, he indicated, would be to 
risk a political reversal which might de- 
feat the objective sought and do lasting 
harm to the very business enterprise most 
concerned. 

Recognition of the legitimate limits of 
Federal government power was promised 
by Aandahl. Power generated as a by- 
product of Federal dams should be 
dropped near by to distributors, public 
and private, he said. He opposed the ex- 
tension of transmission lines “all over the 
country” to serve preferred customers 
outside of a reasonable area. 

The problems are sizable, he said, and 
the task is one which needs the co-opera- 
tion of private enterprise, of big busi- 
ness, and the understanding of local pub- 
lic power units. “If we can preface our 
procedures with a sizable explanation 
that reaches the rank and file of the peo- 
ple we are going to be successful.” In 
replying to a question on Interior’s posi- 
tion on this subject, he said “I would limit 
Federal power to that which comes from 
hydro dams — there should not be any 
steam power.” He did not wish to com- 
ment on the Tennessee Valley plants, 
since these are outside Interior’s juris- 
diction. (See, also, page 714.) 
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Exchange Calls 


And Gossip 


Pattern Seen in CWA-Ohio Bell 


Contract 


LABOR contract that may set a pattern 
for other Bell system companies has 
been signed between the Ohio Bell Tele- 
phone Company and the CIO Communi- 
cations Workers of America. The con- 
tract covers some 17,000 union-eligible 
members and provides for wage increases 
of from $2 to $3 weekly, averaging 6.4 
cents per hour. Traffic department work- 
ers will receive an across-the-board in- 
crease of $2 weekly. Plant department 
workers will receive boosts of from $2 to 
$3 weekly, depending upon wage bracket. 
The Ohio Bell contract also provides 
for compression of wage progression 
schedules from a length of six and one- 
half years to six years. It upgrades the 
1,300 workers in the city of Dayton one 
step to the Cleveland level. It further 
provides for an improved grievance pro- 
cedure and for other significant contract 
improvements. The settlement in Ohio 
was the third to be negotiated with a Bell 
system company this year. New contracts 
were negotiated by the union with the 
Western Electric Company for two sepa- 
rate bargaining units, covering plants at 
Haverhill and Lawrence, Massachusetts, 
and Queensboro, New York. 

The Haverhill-Lawrence contract is 
being looked upon by CWA officers as a 
significant step forward in relations be- 
tween the union and the Western Elec- 
tric Company. Wage increases of from 5 
to 14 cents per hour were granted, for 
an average of about 7.5 cents, including 
fringes, 

This contract also provided for sig- 
nificant improvement in matters affect- 
ing union-management relations, senior- 
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ity, grievance procedure, job grading, 
and arbitration. 

Speaking for the CWA, Joseph A. 
Beirne declared that the contract with 
Ohio Bell “can pave the way toward set- 
tlement in other Bell system units where 
negotiations are presently in progress. It 
is the desire of CWA-CIO to complete 
contract negotiations with the Bell sys- 
tem peacefully and amicably,” Beirne 
said. “To this end, we have continued 
contract negotiations in areas where our 
contracts have expired. Although we are 
armed with overwhelming favorable 
strike votes in large bargaining units, we 
have, in the interests of peaceful solution, 
refrained from using those strike votes. 
It is our hope,” Beirne stated, “that we 
can achieve settlement in direct across- 
the-table talks in the present bargaining 
conferences.” 


¥ 
CWA Blasts Labor Law Proposal 


TRONG opposition has been expressed 

by Joseph A. Beirne, president of the 
Communications Workers of America, to 
proposals of Senator Smith (Republican, 
New Jersey) that “local” utilities be ex- 
empted from provisions of the Federal 
labor-management law. Beirne said in a 
statement that the exemption of such 
“local” utilities would return the utility 
industry, including broad areas of the 
communications industry, back to “the 
jungle” so far as labor-management re- 
lations are concerned. 

In line with his recent testimony be- 
fore the Senate committee on proposed 
changes in the Taft-Hartley law, Beirne 
again insisted that there is no such thing 
as a “local” utility in the communications 
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industry, especially when applied to the 
Bell telephone system. He pointed out 
that prior to the passage of the original 
labor-management relations law, the 
Wagner Act, the communications indus- 
try was characterized by outright com- 
pany unions. Removal of the industry 
from the full scope of the law, he charged, 
would almost certainly result “in a new 
entry point for the return of such com- 
pany unions to America.” He said: 


We of the CWA-CIO cannot un- 
derstand the logic of Senator Smith’s 
proposal, at least with respect to the 
utility industry. Removal of the tele- 
phone industry . . . would almost cer- 
tainly spark a rash of recognition 
strikes. It would also see employers 
resort to their past company-union 
policies in an effort to drive real col- 
lective bargaining from this country. 


Beirne said his union is also opposed 
to any loopholes permitting the various 
state laws to govern labor-management 
relations in utilities, as proposed by Sen- 
ator Smith. “Most of these laws are 
punitive in intent,” he said, “in a degree 
surpassing even the present Taft-Hart- 
ley Act. Because they are local in scope, 
there is little public attention drawn to 
them and they are ill-understood.” The 
union president noted that these laws 
vary from state to state and that in some 
states there are no laws whatsoever. He 
denied that an adequate definition of 
what a local utility is could ever be found. 

“To expect that an employer with the 
antilabor record of the giant Bell tele- 
phone system would not take advantage 
of this to the detriment of the workers 
and the public is Utopian, to say the 
least,” Beirne stated. He said the CWA 
was placing all those who would sponsor 
a return to company unionism on no- 
tice “that we will fight to the end and 
that we will enlist in this battle every 
possible union member in America.” 


5 
Industrial Migration 


oo trend of business and industry 
away from congested big city areas 


should enhance the future of the inde. 
pendent telephone systems, according to 
Donald C. Power, president of the Gen- 
eral Telephone Corporation. At the 
same time, the number of these small 
independent companies is being whittled 
down by high costs of doing business and 
of keeping in step with technical prog- 
ress, Power declared, adding that this 
meant prospects for General Telephone 
are bright. His company is the largest of 
the 5,400-odd independent non-Bell 
companies. 

Power explained the deurbanizing of 
business would benefit the independents 
because they serve about two-thirds of 
the nation’s geographical area—primarily 
suburban, small towns, and rural sec- 
tions. 

He revealed that his own company 
has been absorbing smaller independents 
at a rapid clip—five “important” acquisi- 
tions in the past five years—and “expects 
acquisitions to increase greatly over the 
next few years.” General Telephone now 
serves more than 1,576,300 telephone 
subscribers through 15 subsidiary com- 
panies operating in 19 states and 3,900 
communities, with a total population of 
about 5,800,000. 


ATE increases granted to General 
Telephone since January 1, 1953, 
total more than $1,900,000 in annual 
revenues, Power said, in explaining the 
higher 1953 income forecast. In addition, 
a toll agreement with Pacific Telephone & 
Telegraph Company will add about $3,- 
200,000 yearly to revenues. A similar 
agreement recently concluded between 
the independents and the Bell system on 
toll traffic interchange charges will bene- 
fit General Telephone to the extent of 
about $2,300,000, he continued. On top 
of this, the company’s manufacturing, 
sales and service, and directory publish- 
ing operations are showing improved 
earnings. A further contribution to prof- 
its is resulting from conversion to dial 
equipment, which effects economies of 
operation even though requiring a bigger 
investment and higher maintenance 
charges than with operator-attended ex- 
changes. 
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-f Financial News 
and Comment 


By OWEN ELY 


Recent Utility Earnings 


Th accompanying charts (pages 
707, 709) show the recent trends of 
gross and net earnings of electric and 
gas utilities, All class A and B privately 
owned electric utilities in the calendar 
year 1952 showed the following gains 
over 1951: 

Number of Customers 

KWH Sales 

Electric Revenues 

Operating Expenses 

Gross Income 

Interest on Long-term Debt 

Total Income Deductions 

Net Income 

Net Electric Utility Plant 


The uptrend in earnings was well sus- 
tained, with the month of December 
showing an increase in revenues of 9.7 
per cent and in net income of 11.8 per 
cent; for the month of January, 1953 
(the latest month thus far reported by the 
Federal Power Commission), the corre- 
sponding gains were 9 per cent and 13.2 
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per cent, These gains in net income were 
accomplished despite rather heavy in- 
creases in the cost of fuel—14.7 per cent 
in December and 9.3 per cent in January. 
The December showing was aided by a 
gain of only 1.8 per cent in taxes, pre- 
sumably reflecting year-end adjustments ; 
in January the increase over last year 
jumped to 10.3 per cent, 


Fe perhaps the first time, the monthly 
gains in residential revenues now 
seem to be catching up with the increase 
in residential kilowatt-hour sales. In De- 
cember the increase in revenues was 11.2 
per cent versus an 11.8 per cent gain in 
kilowatt-hour sales; but in January the 
two figures were 11.8 per cent and 11.6 
per cent, indicating that rate increases 
may finally be offsetting the continuous 
decline in the average residential rates re- 
sulting principally from promotional rate 
schedules. In industrial sales the gain was 
more marked—January revenues in- 
creased 9.9 per cent as compared with 
the 7.6 per cent increase in kilowatt-hour 
sales. 

Some of the electric utilities continue 
to raise their dividend rates, but the in- 
creases are now less frequent, For the 
calendar year 1952 aggregate common 
stock dividend payments showed an in- 
crease of about 9 per cent over 1951, part 
of the increase being accounted for by the 
increase in shares, for which there are 
no exact data. 

Wages and salaries gained only 6 per 
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cent in 1952, apparently indicating that 
the annual increase in wage rates and 
fringe benefits is pretty well offset by 
the gradual decline in the number of em- 
ployees resulting from increased mechani- 
zation. 


(," earnings, as reported by the Fed- 
eral Power Commission for 87 nat- 
ural gas companies, have continued to 
make a rather disappointing showing, 
doubtless due to the two adverse factors 
of warm winter weather (which curtails 
house-heating sales) and delay in obtain- 
ing needed rate increases. In December, 
for example, net income gained only 5.6 
per cent over last year compared with 
a gain of 21.2 per cent in revenues; in 
January net gained 10 per cent versus an 
increase of 19.2 per cent in gross. In 
January the gas companies took down 
only about 14 per cent of gross to net, 
compared with i5.5 per cent in the pre- 
vious year and 17.1 per cent in January, 
1951. 

The gas companies have been able to 
obtain some rate increases, as revealed by 
the differing increases in MCF sales and 
revenues in January: 

Increase in 
MCF Revenues 

Residential 6.7% 

Commercial 9.4 

Industrial . 25.2 


Other Ultimate Con- 
sumers 


Total Sales to Ultimate 
Consumers 7.3% 11.8% 


But while revenues from ultimate con- 
sumers gained 11.8 per cent as compared 
with the year previous, the gas companies 
had to pay 28.7 per cent more for pur- 
chased gas, reflecting higher field prices. 

It is, of course, difficult to interpret 
current gas utility operating statements 
because of the uncertain status of many 
rate increases which are being collected 
under bond, etc. However, the FPC earn- 
ings figures seem to point up the indus- 
try’s needs—which are due in part to the 
delays of the FPC in processing the nu- 
merous rate increase applications now 
before it. 


1953 Outlook for Electric 
Utilities 
RIC ETHERINGTON, utility analyst for 
Calvin Bullock, recently published 
his annual review and forecast for the 
electric utilities in the firm’s well-known 
bulletin “Perspective.” Last year he pre. 
dicted a gain in net income of 12 per cent 
to 13 per cent, and the latter figure was 
slightly exceeded. For 1953 he predicts 
an increase of 7 per cent to 9 per cent. 
Last year’s gains were partially attrib- 
utable to the repeal of the 34 per cent 
electric energy tax, and some observers 
have questioned whether the utilities can 
continue to record gains this year, Never- 
theless, in December, 1952, with the re- 
peal fully reflected on a comparative 
basis, the electric utilities showed a gain 
of 11.8 per cent in net income. As indi- 
cated in our own comment on recent 
trends above, rate increases now seem 
to be a major factor in earnings gains. 
In 1952, according to the Calvin Bullock 
study, applications for 78 rate increases 
were granted with an estimated annual 
increase in revenues of over $77,000,000, 
as compared with 44 increases allowed 
in 1951 to produce upwards of $33,000,- 
000, and only 19 increases in 1950. A 
large proportion of the 1952 rate deci- 
sions did not become effective until after 
the middle of the year and, as a conse- 
quence, most of the impact on compara- 
tive earnings will continue to be felt well 
into 1953. 
Mr. Etherington refers to the recent 
cut in the price of bituminous coal, and 
concludes : 


So long as material costs and wages 
continue to remain relatively stable and 
some additional rate increases are 
granted, while residential and commer- 
cial sales continue to account for a large 
proportion of the expansion in volume 
of operations, the economic ability of 
the industry to continue an upward 
trend in net income with growth 
should be maintained. . . . With this 
favorable outlook there should continue 
to be a substantial demand for stocks 
of electric utilities, particularly by in- 
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stitutional buyers favoring a defensive 
type of equity. 
> 


Forecasting the Possibilities for 
Steam-generated Power 


HEODORE BAUMEISTER, Stevens pro- 

fessor of mechanical engineering at 
Columbia University, made an interest- 
ing study of utility operations in his arti- 
cle on “Steam and Electric Power—Its 
Past and Future,” printed in Combus- 
tion for December, 1952, He pointed out 
that the Savory steam engine plant in the 
year 1600 could have been operated to 
produce electricity at the fantastic rate of 
2,000,000 stu per kilowatt hour. The 
Newcomin engine in 1760 brought this 
down to about 500,000, and Watt’s his- 
toric engine to 150,000. The first com- 
mercial operation, the Edison Pearl street 
plant built in New York in 1882 (still in 
use as a substation) also used 150,000 
Btu. By 1918 a good steam plant used 
only 20,000, and now the best steam units 
in use are down to 9,000. The theoretical 
limit with 2,500° present furnace tem- 
peratures is 4,100 stu, he predicts ; with 
nuclear fission temperature of a million 
degrees this could be reduced a little 
further to 3,413—the mechanical equiva- 
lent of heat, which is an absolute limit 
and virtually unattainable under prac- 
ticable working conditions, 

The article also contained a table and 
chart showing the trend in cost of fuel 
(mills per kilowatt hour) (A) using the 
prevailing heat rate and fuel price for each 
year, and (B) the theoretical cost if the 
heat rate for the year 1900 had prevailed 
throughout the period, Actually, the fuel 
cost per kilowatt hour has declined very 
slightly during the fifty years to around 
3 mills ; but without the improvement in 
heat rate, the cost would have increased 
from 3.7 mills to 17.2 mills, reflected 
higher costs of mining and transporting 
coal. 

The article also contained a chart show- 
ing the estimated annual electric utility 
output for 1940-50, with forecasts 
through 1970, using various growth rates 
ranging from 3 to 8 per cent per annum. 
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It also indicated the amounts of fuel 
which would be needed in 1970 to operate 
all U. S. electric utility plants, on the 
basis of various rates of growth. 


| greg Baumeister delivered an ad- 
dress before the New York Society 
of Security Analysts on May Ist on the 
subject of nuclear energy for electric 
utilities. (He is a consultant for several 
utilities, including General Public Utili- 
ties.) He pointed out that the proved re- 
serves of fissionable fuel, such as urani- 
um, constitute an energy potential about 
25 times as great as all known reserves of 
“fossil” fuels such as coal, oil, and gas. 
But the main problem in using the new 
“fuel” is that we are dealing in tempera- 
tures of perhaps millions of degrees, in- 
stead of thousands as in the past—and 
there are also poisonous radioactive 
emanations to contend with. The fuel 
cost of atomic power per kilowatt hour is 
almost insignificant—it’s the high cost 
and practical difficulties of building and 
operating a nuclear energy power plant 
which is delaying commercial use of the 
new fuel, Nevertheless, he was optimistic 
that the multitude of technical problems 
will eventually be ironed out by the vari- 
ous teams at work (Dow-Detroit Edison, 
Monsanto-Union Electric, Common- 
wealth Edison-Public Service, Pacific 
G. & E.-Bechtel, and Pioneer-Foster 
Wheeler). ? 

Professor Baumeister raised the inter- 
esting question, “how about fusion in- 
stead of fission?” In the fusion of light 
elements such as hydrogen the tempera- 
tures produced may run many times 
higher than in the fission of heavy ele- 
ments such as uranium and plutonium. 
Also, such power might be easier to con- 
trol once it was started. 


1 Twelve companies have been added to the 
project recently: Consolidated Gas of Balti- 
more, Hartford Electric Light Company, Niag- 
ara Mohawk Power Corporation, Potomac 
Electric Power Company, Rochester Gas & 
Electric Corporation, Southern Company, Allis- 
Chalmers Manufacturing Company, Bendix 
Aviation Corporation, Ford Motor Company, 
United Engineers & Constructors, Inc., Atlantic 
City Electric Company, and Gibbs & Cox, Inc. 


708 








FINANCIAL NEWS AND COMMENT 


NATURAL GAS UTILITY COS., CLASS A & B 
TREND OF REVENUES AND NET INCOME 
MONTHLY RECORD (in millions) 


May dune July Aug. 


RECORD 


$ 8 § 8 $8888 


ry $ $3883 


"9941 1942 1943 1944 1945 1946 1947 1948 1949 1950 1951 1952 1933 


709 MAY 21, 1953 





PUBLIC UTILITIES FORTNIGHTLY 





APRIL FINANCING 


PRINCIPAL PUBLIC OFFERINGS OF ELECTRIC AND GAS 
UTILITY SECURITIES 


Price hon Offer- 
Amount 


To Moody 
Date (Miil.) Description Public Spreed Vields Resting 
Mortgage Bonds 
4/1 $1.7 National Gas & Oil Ist 44¥s, 1973 .... 100 3.00N 
4/2 6.0 Public Service of Okla. 1st 3%s, 1983 .. 98.61 .78C 
4/8 8.0 California Electric Power Ist 34s, 1983 101.34 80C 
4.1 Brockton Edison Ist & C. T. 3§s, 1983 : .98C 
15.0 Florida P. & L. Ist 3$s, 1983 7 69C 
10.0 Kentucky Utilities 1st 34s, 1983 ‘ 72C 
4/15 7.0 Texas Electric Service lst 3§s, 1983 .. 81C 
4/16 8.5 Jersey Central P. & L. Ist 4s, 1983 .... 2.2 40C 
4/23 5.8 Blackstone Valley G. & E. Ist Coll. 
4ts, 1983 : 1.14C 
4/29 40.0 Detroit Edison Gen. & Ref. 3$s, 1988 . 
Debentures 
4/13 $2.1 me enn. Natural Gas 5% Conv. Deb. 


Preferred Stocks 
4/15 $10.0 Texas Electric Service $4.64 
4/21 2.3 Savannah Electric & Power 5.36% ... 
4/23. 4.0 Arkansas-Missouri Pr. 54% ($25 par) 
4/23 6.0 Louisiana P. & L. 4.96% 
4/30 3.0 Wisconsin Public Service 5.04% 
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Earnings- 
Price 
Ratio 


Common Stocks—Subscription Rights 
1.1 Fitchburg G. & E. L. 46 , 6.7% 
2.4 Central & South West ‘ . 7.3 
.8 Arkansas-Missouri Power . 7.8 
11.0 Middle South Utilities 
14.0 Southern —— ; \ 8.0 
5.9 Oklahoma G. & E : P . 7.5 
4/29 2.4 Washington Gas Light , ‘ ‘ 7.5 
Common Stocks—Regular Offerings 
4/1 $1.4 California Electric Power . 7 ; 8.1% 


$ 
1 


*Offered to stockholders for subscription, and underwritten. a—It is reported that the issue 
was well received. b—It is reported that the issue was fairly well received. c—It is reported that 
the issue sold somewhat slowly. d—It is reported that the issue sold slowly. C—Competitive. 
N—Negotiated. 


TOTAL NEW MONEY OFFERINGS IN APRIL, 1953 ene ~* fama 


Sold to Offered to 
Public Stockholders Privately 


— $ 5.0 
Preferred 4 os a 
Common F $45.1 “= 


$45.1 $ 


Electric Utilities 


Gas Utilities 
Bonds 
Preferred 


Total Electric and Gas 


Source of data—Irving Trust Company. 
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Duquesne Light 
n the article, “Are Utility Earnings 
Vulnerable?” in this department 
(page 579, April 23rd issue) reference 
was made to Duquesne Light Company’s 


e 
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operating costs as 13-14 cents per kilo- 
watt hour at its Brunot Island plant, and 
2-3 cents at the Elrama plant. Of course 
these figures should have been in mills 
rather than cents. 


CURRENT ELECTRIC UTILITY STATISTICS AND RATIOS 


Un 
Operating Statistics (February) 
Output KWH—Total 
Hydro-generated .. 


Steam-generated .. “8 


Capacity 
Peak Load (November) 
Fuel Use: = 


Mill. M 


Oil 
Coal Stocks 
Customers, Sales, Revenues, and Plant (January) 


KWH Sales—Residential 
Commercial 
Industrial 
Total, Incl. Misc. .. 
Customers—Residential 
Commercial 
Industrial 
Total, incl. others 


Income Account—Summary (January) 


Revenues—Residential 
Commercial 
Industrial 
Total, Incl. Misc. Sales . 
Sales to Other Utilities . 
Misc. Income 
Expenditures—Fuel 
Labor 
Misc. Expenses 
Depreciation 
Taxes 
Interest 
Amortization, etc. .. 
Net Income 
Pref. Div. (Est.) .. 
Bal. for Common 
Stock (Est.) .... 
Com. Div. (Est.) .. 
Bal. to Sur. (Est.) . 


Electric Utility Plant (January) 


Reserve for Depreciation and Amort. 
Net Electric Utility Plant 


Bill. KWH 


Mill. KW 
Mill. Tons 


Mill. Bbls. 
Mill. Tons 


Bill. KWH 


Per Cent Increase 
Latest Latest 
Month 12 Mos. 


Latest 
12 Mos. 


Latest 
it Month 


33.6 403.4 7% 
9.0 
24.6 
82.8 
70.2 
9.2 
57.8 
6.8 


39.4 


7% 
D5 
11 
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Life Insurance Investments (January Ist-A pril 18th) 


Utility Bonds 
Utility Stocks 
Total 


D—Decrease. NC—Not comparable. 
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RECENT FINANCIAL DATA ON GAS COMPANY STOCKS 
——Share Earnings* 
4/29/53 Divi- ‘“r- 

Price dend Approx. rent % In- 12 Mos. 

About Rate teld Period crease Ended 
Pipelines 
East Tennessee Nat. Gas . 
Mississippi River Fuel .. 
Southern Natural Gas ... 
Teen, Ges Trams. ......- 
Texas East. Trans. ..... 
Texas Gas Trans. ...... 
Transcontinental Gas .. 


Averages 


Integrated Companies 
American Natural Gas ... 
Columbia Gas System .... 
Commonwealth Gas ..... 
Consol. Gas Util. ........ 
Consol. Nat. Gas 

El Paso Nat. Gas 
Equitable Gas 

Interstate Nat. Gas 
Kansas-Neb. Nat. Gas . 
Lone Star Gas 

Montana Dakota Utilities . 
Mountain Fuel Supply ... 
National Fuel Gas 
Northern Nat. Gas 
Oklahoma Nat. Gas 
Pacific Pub. Serv. ...... 
Panhandle East. P. L 
Pennsylvania Gas 
Peoples Gas Lt. & Coke . 
Southern Union Gas .... 
United Gas Corp. ....... 


Averages 


Retail Distributors 
Alabama Gas 

Atlanta Gas Light 
Brooklyn Union Gas .... 
Central Electric & Gas .. 
Hartford Gas 

Houston Natural Gas ... 
Indiana Gas & Water .... 
Kings County Lighting ... 
Laclede Gas 

Minneapolis Gas 
Mississippi Valley Gas .. 
Mobile Gas Service 

New Haven Gas Light .. 
North Shore Gas 

Pacific Lighting 

Portland Gas & Coke .... 
Providence Gas 

Seattle Gas 

South Jersey Gas 
Springfield Gas Light .... 
United Gas Improvement . 
Washington Gas Light .. 


Averages 


5.9% 
5.2 

6.1 
5.3 
6.3 
6.7 
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9% 
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RECENT FINANCIAL DATA ON TELEPHONE, TRANSIT, AND 
WATER COMPANIES 


—7_Shere Bernings*—— 
1952 4/29/53 Divi- Cur. Price- 
Rev. lend 6A vent % In- 12 Mos. Earn. 
(Mill.) ‘eld Period crease Ended Ratio 
Communications Companies 
Bell System 

Am. Tel. & Tel. (Cons.) 
Cin. & Sub. Bell Tel. .. 
Mountain States T. & T. 
New England Tel. & Tel. 
Pacific Tel. & Tel. 

So. New England Tel. . 


Averages 


Independents 
Central Telephone .... 
General Telephone .... 
Inter-Mountain Tel. ... 
International Tel. & Tel. 
Peninsular Telephone .. 
Rochester Telephone .. 
Southwestern States Tel. 
United Utilities 
Western Union Tel. ... 

Averages 


Transit Companies 

Dallas Ry. & Terminal . 
Greyhound Corp. ...... 
Los Angeles Transit . 
National City Lines ... 
Philadelphia Transit .. 
Rochester Transit 

St. Louis P. S. A 
Syracuse Transit 
United Transit 


8% $11.46** D1% Feb. 
4.61 1 Dec. 
6.96 52 Mar. 
7.25** D13 Dec. 
8.08** 4 Feb. 
1.93 26 Dec. 
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Water Companies 
Holding Companies 
American Water Works 
New York Water Serv. 
Operating Companies 
Bridgeport Hydraulic . 
California Water Serv. 
Elizabethtown Water .. 
Hackensack Water .... 
amaica Water Supply . 
ew Haven Water .... 
Ohio Water Service ... 
Phila. & Sub. Water ... 
Plainfield Union Water 
San Jose Water 
Scranton-Springbrook . 
Southern Calif. Water . 
West Va. Water Serv. 
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$1.62 
2.49 
5.74 
2.42 
3.08 
2.76 
1.77 
4.69 
3.98 
2.46 


1.13 
74 D7 , 13.5 
1.23** D12 Dec. — 


3.4% 4% 14.0 


A—American Exchange. O—Over-counter or out-of-town exchange. S—New York Stock 
Exchange. D—Decrease. *Earnings are calculated on present number of shares outstanding, 
except as otherwise indicated. **On average shares outstanding. #Includes stock dividend. 
(a)—Paid 4 per cent stock dividend. NC—Not comparable. 
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What Others Think 


Interior Official Clarifies Public 
Power Policy 


a Eisenhower administration’s 
views on public power were further 
clarified by the remarks of Assistant Sec- 
retary of Interior Aandahl before the 
Chamber of Commerce of the United 
States at its annual meeting in Washing- 
ton, D. C., last month. Pointing out that 
the new administration has inherited all 
of the things that have developed and 
been retained in government up to the 
present time, Aandahl emphasized that 
public power policies cannot be ap- 
proached “in the light of what we might 
do if we were going to make a new start. 
We must approach those problems with 
the starting point of conditions as we find 
them,” he said, “and hope that our influ- 
ence during the period in which we 
might have official responsibility will 
work in the direction of changing unfor- 
tunate trends that have been in process 
in the past and establishing new trends 
that will lead in the right direction as 
we see it and understand it.” 

One of the things inherited by the 
Eisenhower administration, Aandahl 
said, is a Federal power structure that 
was “conceived with the ultimate objec- 
tive in mind of a completely federalized 
electrical generating system that was 
fully monopolistic as far as the Federal 
government is concerned.” As a result 
of that system, he continued, it has been 
found that the Bonneville Power Ad- 
ministration, the Southeastern Power 
Administration, and the Southwestern 
Power Administration have all “reached 
out beyond the bounds of propriety, as 
we measure it in the light of the objec- 
tives of the present administration.” 

Aandahl acknowledged that multi- 
purpose projects, involving flood control 
and navigation, irrigation, and require- 
ments for health and sanitation, the bene- 
fits of fish and wild life and recreational 
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advantages, and a multitude of other 
benefits, do not lend themselves to pri- 
vate enterprise. Because of the inability 
to charge for the numerous benefits made 
available, such projects are obviously 
beyond the capacity of private enterprise, 
Furthermore, once river systems are 
harnessed in these multipurpose reser- 
voirs, “it should be our objective to 
utilize that resource to the maximum in 
generating hydroelectric power, in so far 
as the water can be so used without tak- 
ing away any that we need for consump- 
tive purposes,” he said. 


ITH respect to the marketing of 

that power, Aandahl said the phi- 
losophy of preference customers is bas- 
ically and fundamentally sound. In the 
application of the preference clause, how- 
ever, there have been a few difficulties. 
“T think we can say there is sizable in- 
dication that in administering the sale 
of Federal power, the preference clause 
has been used as an implement to prac- 
tically force local communities to estab- 
lish public power at the local level to 
take advantage of the low-cost hydro- 
electric power,” he declared. 

“T feel that this Federal power should 
be dropped into the communities and 
distributed by whatever retail system 
prevails in the community at the time 
that the power is available,” he con- 
tinued. “If there are preference cus- 
tomers there, they should be so recog- 
nized and should be given the power. 
They should be sold the power on the 
basis of long-term contracts. The remain- 
ing power should be made available on 
equally long-term contracts to other cus- 
tomers in the area.” 

The extension of transmission lines all 
over the country for the purpose of pick- 
ing out preference customers that are 
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beyond the reasonable distributing dis- 
tance from the source of power is an 
abuse of the preference clause which can 
be corrected administratively, Aandahl 
indicated. “If we just break away from 
that concept of a Federal power whole- 
sale monopoly, tied in to local public 
power, ever-increasing local public pow- 
er which can later easily be absorbed by 
the federalized wholesale power system, 
if we break away from that concept, in 
which the organization has been ad- 
ministered for a number of years, ad- 
ministratively we can correct a good 
many of the evil effects that the Federal 
power system has brought on our com- 
munities during the past year,” he stated. 


ANDAHL said it would be a “policy 
A error,” with a few project excep- 
tions, to have the Federal government 
dispose of its generating capacity and its 
present distribution system to private en- 
terprise, a policy which has been sug- 
gested by Charles E. Wilson of General 
Electric and more recently by former 
President Hoover, In support of his posi- 
tion, Aandahl pointed to a sizable ele- 
ment among the American people who 
feel that when the government produces 
low-cost hydroelectric power, that power 
should be made available to the people. 
“...no matter what the facts might be 
about efficiency in distribution, and about 
American standards of private enter- 
prise, if this administration, or any other 
administration, should turn that federally 
produced power over to big business, 
there would be an adverse reaction 
among the people. In order that our 
people may retain confidence in govern- 
ment,” he continued, “we should not do 
it. In order that our people may retain 
confidence in private enterprise, we 
should not do it, because the public will 
be just as critical of big business that is 
trying to gobble up this phase of govern- 
ment activity as it will be critical of a 
government that is willing to turn it 
over.” 

Summing up his position, Aandahl 
said he felt the proper procedure, both 
congressionally and administratively 
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from the executive branch, should be 
“one of recognizing the legitimate limits 
of Federal public power, which I define as 
the power that can be generated in multi- 
purpose dams, and then distributing that 
power in the best possible way, so that it 
will drop into the communities with the 
least possible disturbance, first available 
to the preference customers, and then 
available to the other customers that are 
distributing power in the area... . 

“Tn the field of electrical energy and its 
distribution,” he concluded, “there is 
ample room for the amount of public 
power that I have indicated as justifiable, 
and there is also ample room for the 
growth and the expansion and the con- 
tinuing prosperity of private enterprise. 
We must find a way of making those 
forces work together in the basic Ameri- 
can economic concepts.” 


| ager gta se Coudert, Republican 
of New York, preceded Aandahl 
before the chamber of commerce meet- 
ing with an address devoted largely to 
the problems involved in getting the Fed- 
eral government out of business enter- 


prises. Coudert is the author of a pro- 
posal now in Congress to form a commit- 
tee of the House to investigate and rec- 
ommend ways and means of returning 
to private ownership “such of the vast 
commercial and proprietary activities of 
the U. S. government as can be efficiently 
operated in private ownership, consistent 
with public interest.” 

Coudert referred to a recent policy 
statement contained in the report of the 
House Committee on Appropriations 
with respect to the Interior Department 
Appropriations Bill for fiscal 1954 as 
“one of the best things I have heard in 
more than twenty years.” The report 
stated : 


The committee believes that the 
Hoover (Boulder) dam is an outstand- 
ing example of how government and 
private enterprise can work hand in 
hand to mutual advantage. Here the 
dam, with penstocks, was built from 
Federal funds. The surplus power over 
and above direct project needs was, 
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as provided by law, leased to private 
utility companies and municipalities 
which financed and built the transmis- 
sion facilities. Here the government is 
receiving a reasonable return and the 
consumers of power are paying rea- 
sonable rates. The region served has 
grown in amazing proportions. 

Unquestionably in many additional 
cases, similar arrangements to those 
existing at Hoover dam could be nego- 
tiated. Encouragement should be lent 
to such possibilities, with firm obliga- 
tions undertaken, of course, to protect 
the power-consuming public. 


= said the Wilson proposal to 
exchange Federal bonds at face 
value for stock in corporations organized 
to take over some of these projects is a 
plan which requires further study “to 
determine whether this particular meth- 
od may be the best way of accomplishing 
the objective.” The question as to how it 
will be possible to dispose of a power 
plant and still leave its flood-control and 
navigation benefits available to the pub- 
lic was answered in the Federal Water 
Power Act of 1920, according to Cou- 
dert. Under that act, privately owned 
dams must be built with due regard for 
benefit of flood control and navigation 
and so designed as to protect and im- 
prove the rivers for these purposes. 

The New York Congressman said it 
will not be enough in itself to bring back 
into private enterprise those proprietary 
activities now operated by the Federal 
government. He said Congress must stop 
appropriating funds for such projects. 
“That can best be done with the aid and 
assistance of the free enterprise system 
itself,” he stated. He cited private utility 
offers to develop power on the Niagara 
river, the formation of Electric Energy, 
Inc., by a group of companies to supply 
the government’s power needs for the 
production of atomic energy, and the con- 
struction of a steam-generating plant in 
the Ohio valley by fifteen corporations 
for the same purpose, as examples of a 
willingness on the part of private enter- 
prise to risk investment of a grand scope. 


“Here we have three excellent and very 
recent examples of one way of solving 
the problem of government in business,” 
Coudert said. “Let private enterprise 
undertake certain construction opera- 
tions and assume some of the large ob- 
ligations for capital outlay and service. 
Private electric power accepted the chal- 
lenge at Joppa, Illinois, and in southern 
Ohio. It is ready to do the job at Niagara 
Falls. It is ready and willing to tackle 
other projects that the social planners 
have been telling us only the great Fed- 
eral bureaus can undertake, either be- 
cause of their unmatched financial ability 
or because the ‘national interest’ was in- 
volved and private enterprise must there- 
fore keep hands off.” 


S an indication of the intention of 

Congress to do its part in eliminat- 

ing government interference in business, 

Coudert again cited part of the policy 

statement adopted by the House Com- 
mittee on Appropriations : 


In order to promote conservation 
and insure proper use of the nation’s 
natural resources and . . . to reduce 
the budget, to eliminate unnecessary 
spending . . . and to increase the rev- 
enues for the government .. . the 
committee believes that: The Interior 
Department should be concerned with 
only those functions or activities which 
private enterprise cannot or will not 
undertake. Where private enterprise 
is unable to completely develop re- 
sources without assistance there 
should be a working partnership be- 
tween the Federal government and 
private interests in which the latter 
should discharge its obligations to the 
fullest to serve the public interest and 
place additional property on the tax 
rolls. 


“With respect to construction activi- 
ties . . . private enterprise shall be taken 
into partnership to build, own, and op- 
erate that part of each project that can 
be handled by private ownership under 
conditions that protect the interests of all 
the people,” the statement concluded. 
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Asks Outline of Power Policy 


A. ErRpAHL, chairman of the 

e Pacific Northwest Utilities Con- 

ference Committee, asked a U. S. Senate 

committee last month to “lay out the 

ground rules” under which the govern- 

ment intends to continue participation in 
the Northwest Power Pool. 

Resources of the Bonneville Power 
Administration, local public utility dis- 
tricts, and private utilities are combined 
in the pool, from which power is dis- 


tributed to government preference cus- 
tomers, and customers of the local and 
private utilities, Erdahl said: 


We are asking two questions: Are 
you going to continue? And on what 
basis are you going to continue? 


He received no definite answer from 
the committee. Chairman Guy Cordon 
(Republican, Oregon) of the subcom- 
mittee said that one Congress cannot 
bind the next and there could be no 
certainty of a long-range plan, 


California 


Monorail Survey Contract 
Signed 
HE Los Angeles Metropolitan 
Transit Authority announced last 
month that it had taken “the first prac- 
tical step” toward solving Los Angeles’ 
public transportation problem via mono- 
rail, 
The authority announced the signing 
of an $85,000 contract with a New 
England engineering firm to conduct an 


8month engineering and economic sur- 
vey to determine the feasibility of mono- 
rail, 

Ralph Merritt, general manager of the 
authority, said “monorail has been large- 
ly speculation up to now. This is the first 
practical step in the project. The results 
of this survey will tell us once for all 
whether monorail is the answer to our 
transit problem—the No. 1 problem in 
this city.” 


District of Columbia 


New Gas Rates Filed 


ye Washington Gas Light Com- 
pany recently asked the District of 
Columbia Public Utilities Commission 
to approve new rates which would add 
15 to 63 cents to May gas bills of Dis- 
trict consumers. 

The commission earlier last month had 
granted the company a $754,000 annual 
increase and told the officials to bring in 
a revised rate schedule which would pro- 
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vide the additional revenue requested to 
offset higher costs of natural gas. 

The proposed new rates would hike 
the average bills of consumers using gas 
for cooking from $3.84 to $3.99 a month. 
They would increase the average bills of 
heating customers from $14.68 to $15.31. 

The commission was expected to ap- 
prove the new rates, effective after the 
next meter reading, thus applying the 
increase to May gas service. 
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Maine 


Rate Bill Revised 


"' state senate late last month ap- 
proved a revised bill to allow “just 
and reasonable” rates for public utilities 
without tying the state public utilities 
commission’s hands. 

Introduced by Senator Butler, Farm- 
ington Republican, and redrafted by the 
judiciary committee, the bill would delete 
from the present state law a requirement 
that “fair value” of property be used in 
computing a rate base. It was this pro- 


vision that the state supreme court in- 
voked in ruling that the commission 
erred when it denied a rate increase to 
the New England Telephone & Tele- 
graph Company. 

The proposed new legislation would 
direct the commission to “fix a reason- 
able value,” giving “due consideration 
to the evidence of the cost of the prop- 
erty, when first devoted to public use, 
prudent acquisition cost . . . current value 
thereof, less depreciation.” 


Massachusetts 


Governor Signs Commission Bill 


| Pepe Herter last month signed 
into state law a bill providing that 
no more than three of the five members 
of the state public utilities commission 


may be of the same political party. 
The state commission is now 4-to-l 
Democratic, with Chairman David M. 
Brackman being the only Republican. 
Under the new law, the next appoint- 
ment will have to go to a Republican. 


Missouri 


Fair Value Estimated in Rate 
Case 


AIR value of the 3-state system elec- 

tric property of Union Electric Com- 
pany for rate making was estimated at 
$407,000,000 recently by J. W. McAfee, 
president, in testimony before the Mis- 
souri Public Service Commission. The 
company is seeking a $5,165,000 Mis- 
souri rate increase, 

Of the estimated system valuation, 
McAfee said at least $323,000,000, or 
79.36 per cent, of the total electric prop- 
erty should be assigned to Missouri for 


rate-making purposes within the state, 
although 80 per cent of the company’s 
generating plant is outside Missouri. 

His testimony concluded the com- 
pany’s presentation of its direct evi- 
dence in support of the request for the 
annual rate increase in Missouri, which 
contains 86 per cent of the company’s 
electric customers in the entire system. 

The commission, at the request of op- 
ponents, ordered a recess until August 
31st, when hearings will be resumed on 
the objections of municipalities, and 
business and industrial concerns, which 
intervened in the case. 


New Mexico 


Higher Rates Approved 
Eh state public service commission 

recently approved higher rates for 
Southern Union Gas Company cus- 
tomers in New Mexico, but reduced the 
amount sought by more than 50 per cent. 
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In a 114-page order the 3-man com- 
mission said it would allow the firm to 
increase average residential gas rates by 
7 per cent and average commercial rates 
by about 14 per cent. The company had 
sought hikes averaging 16 per cent on 
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residential and 22 per cent on commercial 
and industrial rates, 

The company was given five days in 
which to file new rate schedules in con- 
formity with the commission order. The 
higher rates apply to all bills after May 
lst. The commission allowed Southern 


Union to increase residential and com- 
mercial rates by only $690,000, but ap- 
proved the full $225,000 for industrial 
users, In filing its application last Decem- 
ber for higher rates, the company sought 
permission to boost them by $1,379,360 
per year. 


* 
Oklahoma 


Rural Telephone Co-op Bill 
Becomes Law 


A Murray last month per- 
mitted to become state law without 
his signature a bill authorizing rural tele- 
phone co-operatives, 

The governor expressed belief that 
proponents and opponents had come as 
close to getting together as they could 
on the bill, which was finally approved 
by the state legislature without specify- 
ing any jurisdiction over territory to be 
served by rural telephone co-operatives. 


Murray said he thought it would mean 
that the state corporation commission 
ultimately will be declared to have juris- 
diction over territorial disputes. He 
pointed out that a veto would have de- 
layed the matter for two more years and 
kept the rural people from getting tele- 
phones that much longer, The governor 
two years ago vetoed such a bill because 
jurisdiction was placed in the courts in- 
stead of under the state corporation com- 
mission which regulates private phone 
companies. 


Pennsylvania 


of 10,000 cubic feet, do not apply to 
Philadelphia. 

Lifting a 9-month suspension of the 
proposal, the commission said an in- 
vestigation showed that the new rates 
would not yield an excessive return and 


Space-heating Rates Increased 


i state public utility commission 
recently approved an estimated $1,- 
360,000 annual increase in space-heat- 
ing gas rates by the Philadelphia Electric 
Company. 

The increase will affect 45,250 of the 
utility’s 180,800 customers who use gas 
for homes and building heat in Delaware, 
Montgomery, Chester, Bucks, and Lan- 
caster counties. 

The new rates, increasing charges 15 
cents from 50 to 65 cents per thousand 
cubic feet monthly for all gas in excess 


were not “unjustly discriminatory.” 
With the additional revenue from the in- 
creased rates, the commission found that 
the company would have $4,144,858 left 
annually after deduction of $16,571,678 
allowable operating expense, including 
$3,573,000 for income taxes. That year- 
ly income is sufficient to produce a 6 per 
cent return on a rate base of $69,000,000. 


* 
Utah 


To Build Pipeline 


HE Utah Natural Gas Company last 
month was given permission to build 
an 18-inch pipeline to carry at least 50,- 
000,000 cubic feet of Clear Creek gas 
daily into the Salt Lake-Provo area via 
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the distribution facilities of Mountain 
Fuel Supply Company. 

The commission order authorized con- 
struction of the line (expected to be 
completed this fall) from the field in 
Carbon, Emery, and Sanpete counties. 
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Current Costs Considered in Fixing Rate Base 


YB Maine Supreme Judicial Court 
upheld exceptions to a commission 
ruling dismissing New England Tele- 
phone & Telegraph Company’s appli- 
cation for an intrastate rate increase. 
The commission was held to have er- 
roneously ignored the question of fair 
value of the company’s property. The 
court concluded that the commission had 
sought to establish a rate base on its own 
theory as to what would be best for the 
people of the state, the so-called prudent 
investment theory. This could be quite 
different from the standard of fair value. 

The governing statute requires the 
commission to find the fair value of the 
company’s property devoted to public 
service in the state before it can fix 
rates. Such value, according to the court, 
means present value. Original cost is but 
one of several measures of value. 

The court also decided that the com- 
mission erred in the method of appor- 
tioning the company’s expenses between 
interstate and intrastate use. The relative 
use of the facilities and equipment em- 
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ployed in both services was held to be the 
principal standard for apportioning these 
expenses. The commission had disre- 
garded this factor. 

In apportioning the expenses between 
interstate and intrastate use, the com- 
mission had adopted the month of 
August, a month in which interstate use 
was the greatest, as the basis for appor- 
tionment. This was considered improper 
because an undue proportion of the ex- 
pense of operation was thrown into inter- 
state commerce. Intrastate service would 
not bear its just proportion of the ex- 
penses, Consequently, intrastate earnings 
appeared larger than they really were 
and the need for extra income less than 
it really was. 

In upholding the exceptions to the 
commission’s determination, the court 
said that the commission had “no right 
to take short cuts across the rights of 
others—even of those engaged in a pub- 
lic service—to reach popular results.” 
New England Teleph. & Teleg. Co. v. 
Public Utilities Commission, 94 A2d 801. 


Residential Electricity Not to Be Shut Off Because Business 
Service Bills Unpaid 


oe Iowa Supreme Court held that 
an electric consumer was entitled to 
damages where the utility shut off resi- 
dential service because the customer had 
not paid charges for service at his busi- 
ness establishment. 

A regulation of the utility provided 
that service may be refused to any ap- 


plicant indebted to the utility for services 
rendered at another location until the 
customer has paid or made satisfactory 
arrangements to pay such indebtedness. 

A rule that service may be refused at 
a new address to a customer delinquent 
as to a former address ; that service may 
be cut off at a given address on account 
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of a delinquency at such address; and 
that before service is initially furnished, 
the prospective customer may be re- 
quired to deposit a reasonable amount to 
safeguard the account or be required to 
pay, in advance at stated periods, a rea- 
sonable estimated amount to cover serv- 
ice to be furnished, appeared to be rea- 
sonable. However, each address to which 
service is furnished and which is 
handled and billed as a single unit should 
be regarded as representing a wholly 
separate and independent transaction, ir- 
respective of the fact that one individual 
may receive bills for various addresses 
or units served. A utility has no right to 
withhold service for the purpose of en- 
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forcing the payment of a past-due in- 
debtedness unless such indebtedness is 
incurred for current use upon the 
premises supplied. 

The court then held that if the utility’s 
rule be to the effect that the utility may 
discontinue service at an address which 
is the customer’s residence, at which 
there is no arrearage for service fur- 
nished, because the customer refused to 
pay for past-due service for some other 
and independent use, or at some other 
place, such rule was unreasonable as 
exacting from the customer something 
to which the utility was not entitled 
under the law. Berner v, Interstate 
Power Co. 57 NW2d 55. 


e 


Transfer of “Tax Benefit Deferred Account” to 
Depreciation Reserve Approved 


N application by an electric company 
for authority to transfer its “tax 
benefit deferred account” to its reserve 
for depreciation was approved by the 
Wisconsin commission. 

The tax benefit account had been set 
up to provide a place to which income tax 
savings resulting from the short-term 
amortization of defense facilities could 
be assigned. Theoretically, this account 
was to have been expended by an annual 
transfer of one twenty-fifth of the total 
account to earned surplus. In this way 
the company was to receive the tax bene- 
fits of the short-term amortization while 


at the same time stabilizing its accounting 
by reassigning the saving to earned sur- 
plus over the twenty-five years which 
would be the ordinary amortization pe- 
riod. The commission ruled that since the 
actual depreciation reserves on the com- 
pany’s books were less than the amount 
of the theoretical reserve requirement, 
the proposal to transfer the balance in 
the tax benefit deferred account to de- 
preciation reserve conformed to sound 
accounting practice and was consistent 
with the public interest. Re Superior 
Water, Light & P. Co. 2-U-4001, March 
13, 1953. 


= 


Arbitration Prescribed to Resolve Dispute over Integration 
Of Seniority Lists of Merged Air Carriers 


N air carrier’s employees’ association 
may complain to the Civil Aero- 
nautics Board when the air carrier re- 
fuses to arbitrate a dispute concerning 
the integration of seniority lists after a 
merger. The board, in making this ruling 
on the carrier’s motion to dismiss the 
complaint, commented that without arbi- 
tration the protective provisions included 
in every merger order would be frus- 
trated and the employees of the dominant 
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carrier would be able to dictate seniority 
rules to the employees of the carrier ab- 
sorbed. 

The board described the subject of 
seniority integration as a “thorny” prob- 
lem and said that it had deliberately in- 
cluded an arbitration clause in its merger 
order to insure that an equitable solution 
would be reached. Re Braniff Mid-Con- 
tinent Merger Case, Docket No. 5376, 
Order No. E-7214, March 9, 1953. 
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Interurban Freight Revenues Made to Bear Burden of 
Passenger Losses 


HE Oregon commission denied a 
transportation company’s applica- 
tion for authority to discontinue opera- 
tion of passenger service on an inter- 
urban railway, described as “among the 
last remaining west of the Mississippi 
river by reason of the change brought 
about by the automobile.” The commis- 
sion indicated that its decision was a diffi- 
cult one and that future operation de- 
pended on the co-operation of the public 
with the company’s efforts to encourage 
patronage and the co-operation of em- 
ployees interested in keeping their jobs 
and maintaining retirement advantages. 
The fact that the system required new 
facilities costing about a quarter of a mil- 
lion dollars, if service were to be con- 
tinued, was not considered determinative. 
The commission pointed out that pro- 
vision should have been made for these 
facilities before the company paid out 
dividends in excess of a million dollars 
over the previous 5-year period. 

The commission commented on the 
the fact that the income tax reduction 
resulting from the passenger deficits was 
almost twice as much as the estimated 


savings in direct expenses which the com- 
pany would experience by abandoning 
passenger service. 

The two most significant factors af- 
fecting the commission’s decision were 
(1) that the company’s combined freight 
and passenger operations reflected sub- 
stantial annual earned incomes and 
healthy returns upon investment, and 
(2) that public convenience and neces- 
sity required the continuance of the serv- 
ice. 

The commission stated “that in a re- 
cent decision the Supreme Court of the 
United States virtually declared that 
freight earnings of a railroad can be 
made to assume the burden of passenger 
deficits.” 

The public need for the service was 
apparent in the number of people who 
had located their homes and businesses 
along the interurban and were dependent 
on it and in the fact that no alternate 
service was proposed as a possible sub- 
stitute if the interurban passenger serv- 
ice were discontinued. Re Portland Trac- 
tion Co. F-2375, Order No, 31858, Feb- 
ruary 10, 1953. 
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Power Commission Asserts Authority to Pass on Intercompany 


Charges Billed As 


HE Federal Power Commission re- 

fused to dismiss a complaint by 
Consolidated Gas, Electric Light & 
Power Company of Baltimore against 
charges billed as operating expenses, 
under filed rate schedules, for wholesale 
electric service supplied by Pennsylvania 
Water & Power Company. The commis- 
sion ordered a resumption of the hearing 
on the controversy, specified the issues 
to be determined, and outlined the pro- 
cedure to be followed. 

Consolidated, for a number of years, 
has purchased at wholesale the bulk of 
the electric energy output of Penn 
Water. Consolidated contended that the 
charges were in violation of the effective 
rate schedules on file. A presiding ex- 


Operating Expenses 
aminer had certified to the commission 
for its determination (a) the question 
of commission jurisdiction and (b) 
whether the hearing should proceed upon 
the merits ‘pending determination of the 
jurisdictional question. 

For a number of years these companies 
have been locked in extended litigation 
concerning their respective rights and 
obligations under certain contracts in- 
volving antitrust laws. These controver- 
sies have been involved in Pennsylvania 
Water & Power Co. v. Consolidated Gas, 
E. L. & Power Co. of Baltimore (CA4th 
1950) 86 PUR NS 33, (CA4th 1951) 
186 F2d 934; Pennsylvania Water & 
Power Co. v. Consolidated Gas, E. L. & 
Power Co. (DC Md 1951) 90 PUR NS 
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409; Consolidated Gas, E. L. & Power 
Co. v. Pennsylvania Water & Power Co. 
(CA4th 1952) 94 PUR NS 161; Re 
Pennsylvania Water & Power Co. (FPC 
1949) 82 PUR NS 193; Pennsylvania 
Water & Power Co. v, Federal Power 
Commission (1952) 343 US 414, 94 
PUR NS 1; Consolidated Gas, E, L. & 
Power Co. of Baltimore v. Siggins (DC 
Pa 1951) 91 PUR NS 277; Public 
Utility Commission v. Pennsylvania 
Water & Power Co. (Pa 1948) 74 PUR 
NS 159, 76 PUR NS 49. 

Consolidated claimed that certain of 
the charges in dispute related to matters 
of corporate consequence of interest to 
Penn Water alone and did not constitute 
proper operating expenses under the filed 
rate schedules ; that certain charges were 
excessive and unreasonable and, as 
billed, did not constitute reasonable and 
necessary operating expenses related to 
the performance by Penn Water of the 
service which it must provide under its 
filed rate schedules. 

The commission said that while it 
might appear that matters involved rep- 
resented only a controversy between the 
two companies, such was not the fact. 
Charges which Consolidated is required 
to pay represent costs which its cus- 
tomers must bear. The commission’s in- 
terest was not only in resolving the con- 
troversy as such, but in establishing in 
the public interest what would be just 
and reasonable operating expenses under 
the schedules. 

Both companies are “public utilities” 
under the Federal Power Act and are 
required to maintain their accounts in 
accordance with commission require- 
ments, The fact that Penn Water’s books 
might reflect the expenses brought into 
question would not be conclusive as to 
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their reasonableness. The commission 
has the obligation to determine reason- 
able and necessary charges. That obliga- 
tion differs in no way from the obligation 
of the commission in any ordinary rate 
proceeding where like questions respect- 
ing operating expenses are brought into 
question. In the usual rate case the com- 
mission makes the determination before 
the rates are prescribed. Here the com- 
mission had prescribed a formula rate. 
One part of the formula was based on 
reasonable and necessary expenses to be 
incurred. 

The commission concluded that, under 
the particular aspects of this case and 
established principles of public utility 
law, the commission, and not the courts, 
must determine, in the first instance, 
whether the disputed items were reason- 
able and necessary operating expenses 
within the meaning of those words as 
used in Penn Water’s filed rate schedules. 

The commission further decided that 
Penn Water should go forward in the 
first instance and assume the burden of 
proof to justify and show that each entry 
upon its books of account, brought into 
question by Consolidated’s complaint, 
reflects a reasonable and necessary ex- 
pense within the meaning of the sched- 
ules, The commission further determined 
that orderly procedure and expeditious 
disposition of the matters and issues 
presented required that upon completion 
of this evidence by Penn Water in justi- 
fication of the expenses billed, Con- 
solidated should have the burden of 
justifying the matters and things about 
which it complained and as set forth in 
its complaint. Consolidated Gas, E. L. & 
Power Co. of Baltimore v. Pennsylvania 
Water & Power Co. Docket No. E-6441, 
Opinion No. 246, March 6, 1953. 


Bus Service to School Students Only Is Common Carrier Operation 


5 ee New York Supreme Court 
granted a petition by the public serv- 
ice commission for an injunction against 
the unauthorized operations of a number 
of bus companies. 

The court called an argument that the 
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bus companies were not common carriers 
because they transported only school stu- 
dents groundless and added this com- 
ment : 


The rule has now been well estab- 
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lished that it is not necessary for a 
carrier to be open to all to make it a 
public use. “No carrier serves all the 
public. His customers are limited by 
place, requirements, ability to pay, and 
other facts. .. . The public does not 
mean everybody all the time.” 


The fact that the carriers in good faith 
had rendered service to students for a 
long time did not change the situation. 
Ignorance of the certificate requirement 


did not relieve the carriers of their obli- 
gation to obtain commission authoriza- 
tion, nor did the passage of time ripen 
into a prescriptive right to exemption 
from regulation. 

The court stayed the execution of the 
injunction until the end of the school 
year in view of the fact that no other 
transportation was available to school 
students in the affected area. Public 
Service Commission v. Columbo et al. 
118 NYS2d 873. 
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Completely Amortized Defense Facilities Excluded from Rate Base 


TT? Nevada commission refused to 
allow a water company to reinstate 
completely amortized defense projects 
on its books of account despite the fact 
that the company was operating at a loss 
at the time of the rapid retirement of 
the facilities pursuant to the provisions 
of the Internal Revenue Code. The com- 
mission pointed out that the company 
was taking any deficiency during this 


period of operation as an income tax 
write-off. 

The commission, in allowing the com- 
pany a 20 per cent rate increase, ob- 
served that this would afford the com- 
pany a return of 5.6 per cent on its rate 
base. Las Vegas Land & Water Co. v. 
Public Service Commission, I. & S. 
Docket No. 127, Court No. 18845, 
August 13, 1952. 
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Intrastate Operations of Interstate Railroad within State 
Commission Jurisdiction 


T= duty of determining whether or 
not intrastate passenger service of 
an interstate railroad should be discon- 
tinued falls upon the state commission, 
held the New Jersey Supreme Court. 
The Interstate Commerce Commission 
has the exclusive right to authorize 
abandonment of a branch line but has no 
authority over partial discontinuance and 
may not authorize such discontinuance. 

The commission had denied authority 
to discontinue commuter trains which 
passed into Pennsylvania. Although or- 
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ders of commissions of neighboring 
states have no binding effect here, said 
the court, orders of the Pennsylvania 
commission permitting abandonment of 
a station had materially altered the fac- 
tual situation which might affect public 
convenience and necessity. The case was, 
therefore, remanded to the commission 
to determine whether or not, under the 
changed facts, the intrastate operation of 
these trains should be discontinued. 
Pennsylvania R. Co. v, Public Utility 
Commissioners, 93 A2d 339. 


Charleston Plan of Separations Accepted with Reservations 


oe supreme court of Nevada re- 
versed a lower court and a commis- 
sion order involving the adequacy of 
telephone rates. The court found that be- 
cause of the so-called fifth round of wage 
increases, increased Federal income 
taxes, and errors in the rate base, the 
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commission-established rates would yield 
less than one-half of the 6.47 per cent 
which had been found to be a reasonable 
return. 

The court was careful to point out 
that if the end result of the commission 
decision permitted the company a just 
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and reasonable return, the court would 
not quarrel with the methods used by the 
commission as a guide to the sundry de- 
terminations involved in finding a rate 
base and a fair return. 

The court discussed the question of 
separating telephone plant, revenues, 
and expenses at some length, It first 
pointed out that each state’s authority is 
limited to intrastate rates within its 
jurisdiction and that consequently the 
properties of a company rendering both 
interstate and intrastate service must be 
separated in accordance with the propor- 
tionate use. 

The court then considered the separa- 
tions method proposed by the company, 
the so-called Charleston revision of the 
NARUC Separations Manual, The court 
noted that no other separations method 
had been offered and that the Nevada 
commission, as previously constituted, 
had accepted the Charleston revision. 
Inequities resulting from the use of the 
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Separations Manual, the court noted, had 
driven the West Virginia commission to 
using what it called the “Honaker 
Method,” offered by the commission’s 
own expert, notwithstanding the fact 
that at least 26 states had accepted the 
Charleston Plan, The Honaker Method 
disregards the theory of actual relative 
use in applying separations to station 
equipment but applies to that part of the 
property the intrastate ratio found for 
the rest of the plant. 

After indicating that for the present 
the plan had to be used, the court said: 


The present record gives us no op- 
portunity to afford any relief from this 
situation, but we desire to make it 
abundantly clear that we do not fore- 
close further inquiry into such situa- 
tion if the matter is again brought be- 
fore this court. 


Bell Teleph. Co. v. Public Service Com- 
mission, 253 P2d 602. 


e 


Other Important Rulings 


HE Civil Aeronautics Board issued 

a foreign air carrier permit author- 
izing service by a Canadian carrier be- 
tween points in Canada and points in the 
United States within a definite latitude 
and longitude where (1) the carrier was 
fit and willing to render the proposed 
service, (2) a demand for the proposed 
service existed both from a business and 
from a recreational standpoint, and (3) 
the issuance of the permit would be in 
harmony with existing arrangements be- 
tween the CAB and its Canadian coun- 
terpart. Re Laurentian Air Services, 
Docket No. 5864, Orders Serial Num- 
ber E-7277, January 26, 1953. 


The Wisconsin commission held that 
the differential between one-party resi- 
dence and one-party business telephones 
should not be less than one dollar. Re 
Norwalk Independent Teleph. Co, 2-U- 
3960, March 20, 1953. 


The Massachusetts Department of 
Public Utilities held that there can be no 
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distinction between two persons simi- 
larly situated, who desire service from a 
utility at the same rate or under the same 
conditions, on the ground that one al- 
ready is so served and the other is not, 
but no unlawful discimination is involved 
where the rate or service in question is 
being investigated and the status quo of 
the parties is maintained. Re Kargman 
(First Realty Trust of Boston) DPU 
8787, March 5, 1953. 


A telephone company’s depreciation 
accrual at the rate of 3.5 per cent per 
year was considered inadequate by the 
Wisconsin commission in a proceeding 
in which rates producing a return of 6.5 
per cent on the company’s rate base 
were approved. Re Manitowish Waters 
Teleph, Co, 2-U-3858, March 13, 1953. 


In denying a flower shipment corpora- 
tion’s request for reconsideration of an 
order directing the corporation to cease 
and desist from engaging indirectly in 
air transportation without authorization, 
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the Civil Aeronautics Board ruled that 
nonprofit associations competing direct- 
ly with air carriers may not escape regu- 
lation because of the form of their or- 
ganization. Re Consolidated Flower 
Shipments, Inc. Docket No. 4902 et al. 
Order No, E-7269, April 1, 1953. 


The California commission held that 
the question of denying a motor carrier 
certificate because of unauthorized op- 
eration must be considered in the light 
of whether or not the public requires the 
applicant’s service. Re Fleetlines, Inc. 
Decision No. 48038, Application No. 
31630, December 9, 1952. 


The New Hampshire Supreme Court 
held that the commission’s personal visit 
and examination of a railroad crossing, 
some months after the commission hear- 
ing as to whether or not to authorize 
substitution of flashing lights and half- 
gates for manually operated signals, fur- 
nished evidence of the view afforded at 
various distances from the crossing and 
was sufficient to support findings on 
visibility and distances. City of Man- 
chester v. Boston & M. Railroad, 94 
A2d 552. 


The California commission refused to 
determine the need for additional earn- 
ings on the basis of common stock divi- 
dends, since the over-all cost of ‘money 
is but one of the elements used in con- 
sidering the rate of return to be allowed. 
Re Coast Counties Gas & E. Co. Deci- 
sion No. 47963, Application No, 33014, 
November 25, 1952. 


The Missouri commission held that 
proposed water rates that would yield 
a return of 6.3 per cent were excessive 
and modified such rates so that a return 
of approximately 5.79 per cent would 
be realized. Re Warrensburg & Perile 
Springs Water Works Co, Case No. 
12394, March 20, 1953. 


A Federal district court held that the 
section of the Interstate Commerce Act 
relating to export rates on farm com- 
modities does not require that rates on 
farm commodities for export be lower 
than, or equal to, or bear any fixed re- 
lationship to, rates on farm commodities 
shipped for domestic consumption. 
Georgia Peanut Co., Inc. et al. v. Inter- 
state Commerce Commission et al. 110 
F Supp 556. 





Titles and Index 


Preprints in This Issue of Cases to Appear in 
PUBLIC UTILITIES REPORTS 


TITLEs 
Kansas-Nebraska Nat. Gas Co., Hastings, Neb. v. ...........eeeeeeeeees (FPC) 1 


Washington Water Power Co., 


Public Service Commission v. .........- (Wash) 12 


INDEX 


Accounting—accelerated amortization of 
electric facilities, 12. 

Discrimination—restriction in gas resale 
contract, 1. 

Gas—jurisdiction of Federal Power Com- 
mission, 1; resale contract with munici- 
pality, i ; sale of natural gas to munici- 
pal power plant, 1. 

Rates—gas for municipal power plant, 1; 


Public Utilities Reports (New Series) are 


jurisdiction of Federal Power Commis- 
sion, 1 

Return—cost of capital, 12; electric com- 
pany, 12; relation to reproduction cost, 


Valuation—customer contributions in aid 
of construction, 12; plant acquisition 
adjustments, 12; working capital aillow- 
ance, 12. 


ublished in five bound volumes a year, with the 


PUR Annual (Index). These Reports contain the cases preprinted in the issues of Punic UTILITIES 


FortTNIGHTLY, as well as additional cases and digests of cases. 
Annual (Index) $6.00. Public Utilities Reports also will subs 
form cases referred to in the foregoing pages of “Progress of 


¢ volumes are $7.50 each; the 
uently contain in full or abstract 
egulation.” 





MAY 21, 1953 


726 





PUBLIC UTILITIES 
REPORTS 





FEDERAL POWER COMMISSION 


City of Hastings, Nebraska 


Kansas-Nebraska Natural Gas Company, 


Incorporated 


Opinion No. 244, Docket No. G-1487 
February 5, 1953 


——- by municipality against restriction in tariff of 
natural gas company relating to sales to municipality; 
dismissed. 


Gas, § 2.1 — Jurisdiction of Federal Power Commission — Sale to municipal power 
plant. 
1. The sale of natural gas to a municipality for use in its power plant is not 
a sale in interstate commerce for resale subject to the jurisdiction of the 
Federal Power Commission under § 1(b), 15 USCA §717(b), of the 
Natural Gas Act, p. 5. 


Gas, § 13 — Contract for sale to city — Supply to power plant — Common facili- 
ties with resale gas. 
2. A contract between a natural gas company and a municipality for the 
sale of gas to be used in a municipal power plant did not envision a sale for 
resale merely because the parties agreed to move through common facilities 
the power-plant gas, together with gas delivered under a resale contract, with 
the volume of power-plant gas to be measured later at the power plant, 
p. 5. 
Gas, § 13 — Sale to municipality — Change in type of rate — Effect on power 
plant contract. 


3. The separate legal character of a contract between a natural gas company 
and a municipality for the sale of gas to be used in a municipal power plant 
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remained unchanged when the block type rate in a contract for municipal 
purchase of gas for resale was changed to a contract demand type rate, p, 
x 


Gas, § 2.1 — Jurisdiction of Federal Power Commission — Resale contract with 


municipality — Effect of terminating contract for power-plant gas. 
4. Termination of a separate contract between a natural gas company and a 
municipality for the sale of gas for use in a municipal power plant does not 
invest the Federal Power Commission with power to change the terms of a 
contract for the sale of gas to the municipality for resale and a companion 
rate schedule so as to make them apply to gas used by the city in its power 
plant, p. 6. 


Discrimination, § 109 — Restriction in gas resale contract — Power plant use. 


5. A provision in a rate schedule of a natural gas company, applying to gas 
sold for resale, that the schedule shall not apply to gas used or consumed by 
the purchasing utility or any of its departments for industrial purposes is 
not discriminatory as to a municipality purchasing gas for resale and also 
purchasing gas for use in its power plant, p. 6. 


§ 13 — Jurisdiction of Federal Power Commission — Gas for municipal 
power plant — Separate contract for resale gas. 

6. Dissatisfaction by a municipality with an arrangement, long continued, 
for the purchase of gas from a natural gas company for use in a municipal 
power plant cannot empower the Federal Power Commission to fix the rate 
for gas separately sold to the city for its own use in the power plant, contrary 
to the unambiguous prohibition in §1(b), 15 USCA §$717(b), of the 
Natural Gas Act against Commission regulation of any interstate sales other 
than sales for resale, where the city and the company have fully recognized 
and separately provided for the daily delivery and use by the city of large 
quantities of gas under the boilers of the generating plant apart from delivery 
of other gas to the city for resale for ultimate public consumption ; and such 
method does not preclude the exercise of Commission rate authority over the 
quantities which are sold under the contract for resale, p. 7. 


§ 13 — Jurisdiction of Federal Power Commission — Gas sales to city— 
Resale or power plant use. 
7. The Federal Power Commission, after determining that gas consumed 
by a city in its electric generating plant is not the subject of a sale for 
resale and is therefore not subject to regulation by the Commission, cannot 
arrogate authority over rates for such service indirectly by “interpreting” 
a resale rate schedule to apply to gas consumed by the city in the generation 
of electric energy, directly contrary to the long-continued express prohibition 
in that schedule against its application to gas so consumed by the city. p. 


Gas, § 2.1 — Jurisdiction of Federal Power Commission — Direct sales to munici- 
pality. 

8. The Federal Power Commission does not have jurisdiction over a direct 

sale of interstate natural gas by reason of the fact that the customer is a 

municipality using the gas in its power plant, p. 7. 


(BucHANAN, Chairman, dissents.) 


* 
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APPEARANCES: L. J. Marti and _ braska; Oscar Cox, James D. Conway, 
Van Pelt, for city of Hastings, Ne- E. G. Stoddard, and D. F. Turner, for 
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Kansas-Nebraska Natural Gas Com- 
pany, Inc. ; Albert J. Feigen, for Fed- 


eral Power Commission Staff. 


3y the Commission: The question 
presented by this proceeding is wheth- 
er, on the facts set forth below, a sale 
of natural gas by a natural gas com- 
pany to a distributing utility—in this 
instance a municipality—which con- 
sumes such gas in its own electric 
power plant constitutes a “‘sale for re- 
sale” subject to our jurisdiction under 
the Natural Gas Act, when such gas 
is delivered by common facilities to- 
gether with other gas which is sold to 
the municipality and in fact resold by 
it to others. Because of the decisive 
importance of the physical facts and the 
historical arrangements among the 
parties we shall discuss them in some 
detail. 

On September 20, 1950, the pur- 
chaser, the city of Hastings, Nebraska 
(the city), filed with the Commission 
a complaint against the seller, Kansas- 
Nebraska Natural Gas Company, Inc. 
(Kansas-Nebraska), a natural gas 
company within the meaning of the 
Natural Gas Act, directed principally 
at the following restriction contained 
in the applicability clause of Kansas- 
Nebraska’s Rate Schedule G—1, consti- 
tuting a part of its tariff filed with this 
Commission : 

This rate schedule shall apply sep- 
arately to all natural gas delivered by 
the company to the utility for a single 
community and its environs for resale 
and also shall apply to such additional 
natural gas as the utility may require 


for the operation of its gas system in 
such community and its environs, but 
shall not apply to gas used or consumed 
by utility (or any of its departments) 
for industrial purposes. (Italics sup- 
plied. ) 

The city contends that the exclu- 
sionary provision is unduly discrimina- 
tory, invalid, and void, and should 
therefore be eliminated. 

On October 30, 1950, Kansas-Ne- 
braska filed a motion to dismiss the 
complaint on the ground that the Com- 
mission lacked jurisdiction. There- 
after, on November 10, 1950, the city 
filed an affidavit in opposition to the 
motion. Pursuant to our order issued 
December 28, 1951, we heard oral 


argument on February 28, 1952, on 
the matters thus presented.” 

Finding that the pleadings did not 
afford an adequate basis to determine 
the issues presented, we deferred de- 


cision on the motions and issued our 
order of March 13, 1952, directing that 
a prehearing conference and hearing 
be held. Before a duly designated pre- 
siding examiner, such prehearing con- 
ference was conducted on May 26, 
1952, resulting in a stipulation as to 
certain of the facts. Hearings were 
held on May 28 and 29, 1952. On 
motion of the city, we omitted the in- 
termediate decision procedure. Briefs 
were thereafter filed by the various 
parties. 

There is no serious dispute as to the 
relevant facts. 

In April, 1942, the city acquired 
from the Hastings Gas Company the 





10n February 18, 1952, Kansas-Nebraska 
submitted for filing certain exhibits as part of 
its motion to dismiss. These the city moved 
to strike on February 25, 1952, and requested 
the Commission to overrule Kansas-Nebras- 
ka’s motion to dismiss and to set the matter for 


hearing. It may also be noted that we granted 
leave to file briefs as amici curiae to Minne- 
apolis Gas Company and to the Metropolitan 
Utilities District of Omaha, Nebraska, both 
of which were submitted on February 27, 1952. 
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local distribution system located in the 
city. The Hastings Gas Company had 
previously purchased gas from Kan- 
sas-Nebraska under a _ town-border 
contract which, among other things, 
provided that: Gas used or consumed 
by buyer for industrial use shall not 
be covered by the foregoing schedule, 
but shall be covered by separate agree- 
ment. 

This contract was assigned to the 
city when it purchased the distribution 
system, and, on April 13, 1942, 
Kansas-Nebraska began selling gas 
thereunder to the city. 

When the city purchased the dis- 
tribution system, it already owned its 
own electric power plant which was 
then operated with coal and oil. On 
April 11, 1942, Kansas-Nebraska and 
the city executed a separate contract 
for the sale of gas on an interruptible 
basis for the power plant. This con- 
tract provided that such gas be de- 
livered to the city at Kansas-Ne- 
braska’s town-border station, and that 
title to and responsibility for such gas 
pass to the city at the point of delivery. 
But also provided, however, that such 
gas be measured at the power plant 
and that the city there provide a site 
for a metering and regulating station 
to be installed and maintained by Kan- 
sas-Nebraska. 


Kansas-Nebraska has no lines with- 
in the limits of the city. 

The foregoing contract for power- 
plant gas was later superseded by a 
separate contract covering power-plant 
gas, dated July 1, 1945. This latter 
contract was similarly superseded by a 
separate contract, dated June 18, 1948. 
Under these contracts, it appears that, 
until December 1, 1949, the city was 
billed and paid for power-plant gas 
98 PUR NS 4 


separately from gas billed and paid for 
under the aforementioned town-border 
resale contract. 

This town-border resale contract, as 
assigned to the city, was by its terms 
to continue in effect until September 
26, 1951. However, on October 1, 
1947, Kansas-Nebraska filed with the 
Commission a new Rate Schedule G-| 
which became effective October 1, 
1947, and which, in exclusionary lan- 
guage similar to that in the replaced 
schedule, provided: This rate schedule 
shall not apply to gas used or con- 
sumed by the utility (or any of its 
departments) for industrial purposes. 

The city objected to this provision 
and a similar exclusionary provision 
in a proposed form of contract but 
it nevertheless signed such a contract 
on April 12, 1948, effective as of Oc- 
tober 1, 1947. Also, on April 12, 
1948, the city and Kansas-Nebraska 
signed a contract whereby the latter 
agreed to pay the city } cent per thou- 
sand cubic feet in compensation for the 
city’s transportation of the power-plant 
gas from the town-border station to 
the power plant. 


Operations, billing, and payment for 
power-plant gas continued as above 
until December 1, 1949, when the city 
claims that the power-plant gas con- 
tract was terminated in accordance 
with a provision therein vesting spec- 
ified rights for termination in the sig- 


natories. | Kansas-Nebraska denies 
that the contract was terminated on 
that date, claiming a termination date 
of July 1, 1950. Which claim is right 
is not a material factor here, as we 
shall later see. 

Since December 1, 1949, the city has 
continued taking gas from Kansas- 
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Nebraska for use at its power plant, 
contending it has a right to do so 
under the town-border resale contract 
and Rate Schedule G-1. Kansas-Ne- 
braska denies that the city has such a 
right. These views are the subject of 
judicial proceedings between the par- 
ties, yet unsettled. Provision has been 
made for making of payments for 
power-plant gas pursuant to stipula- 
tion between the parties, whereby such 
payments do not prejudice the legal 
position of either so far as the con- 
troversy here is concerned. 


Certain other facts respecting the 
physical operations should also be 
noted. Kansas-Nebraska now delivers 
gas to the city at six town-border sta- 
tions, all but one being connected with 
the city’s general distribution system. 
Gas is measured at these stations, and, 
as already noted, at the power plant. 
There is no line from any town-border 
station which transmits gas solely to 
the power plant. From three of those 
stations, it would be physically possible 
to deliver gas to any point within the 
city, but it appears probable that most 
of the gas used at the power plant is 
received at the north town-border sta- 
tion which is about one mile north of 
the power plant. Such gas is commin- 
gled with other gas which the city 
distributes through its distribution 
system. The amount of gas consumed 
at the power plant, if any, depends 
upon weather and the necessities of 
the city’s firm customers. 


Prior to 1947, the city purchased gas 
for resale from Kansas-Nebraska un- 
der a block type rate. This was 
changed in 1947 to a contract demand 
form of rate. Kansas-Nebraska’s 
tariff provides that the contract de- 
mand may be changed either by formal, 


written amendment, or by a purchas- 
er’s actual taking of gas in excess of 
contract demand. There is testimony 
by the manager and superintendent of 
the city’s gas department that the con- 
tract demand as fixed by the city has 
always been based solely on the re- 
quirements of the city’s firm customers 
and without consideration of power- 
plant use. 

The city insists that the situation of 
which it complains must be restrictive- 
ly viewed as it existed when the com- 
plaint was filed on September 20, 1950, 
when there was in effect between the 
parties only one agreement, the town- 
border resale contract. We do not 
agree, for the reasons set forth be- 
low. 

[1-3] Our jurisdiction under 
§1(b), 15 USCA §717(b), of the 
Natural Gas Act extends to the “sale 
in interstate commerce of natural gas 
for resale” but not to any “other”’ sale. 
That the sale of power-plant gas under 
the initial 1942 contract was not a sale 
for resale is not open to serious ques- 
tion. There was no rate interdepend- 
ence whatsoever between the power- 
plant contract and the town-border 
contract. Thus, there could be no 
question of any sort if the city had 
received the power-plant gas through 
a separate tap on Kansas-Nebraska’s 
line and carried such gas directly to 
the power plant by means of a line 
used solely for that purpose. 

Nor do we perceive on this record 
how the power-plant contract can be 
said to envision a sale for resale merely 
because the parties agreed to move 
through common facilities the power- 
plant gas together with gas delivered 
under the resale contract, with the vol- 
ume of power-plant gas to be measured 
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later at the power plant. Nor does 
it appear that the parties intended that 
the power-plant sale become in fact— 
or even be considered as—a part of the 
sale under the town-border contract 
when they agreed to leave within the 
city’s control, as purchaser, the right 
to determine how much the total gas 
delivered was to be actually resold by 
the city and how much was to be used 
in its power plant. 

Turning next to 1947 when the 
block type rate in the resale contract 
was changed to a contract demand type 
rate, we conclude that the separate legal 
character of the power-plant contract 
remained unchanged. For the sig- 
nificant operational facts were not al- 
tered and there was injected no rate 
interdependence between the town- 
border contract and the power-plant 
contract. This conclusion is reinforced 
by the fact that, at the same time the 
parties executed a new town-border re- 
sale contract which, like its prede- 
cessor, contained a provision excluding 
gas used by the city for industrial 
purposes, they also executed a contract 
whereby Kansas-Nebraska would pay 
the city } cent per thousand cubic feet 
for its transportation of the power- 
plant gas to the power plant. 

Throughout the foregoing period, 
both the resale rate schedule and the 
town-border resale contract specifically 
excluded gas used by the city for “in- 
dustrial purposes,” which we _ hold 
forbade, on the facts of this case, their 
application to gas used by the city 
in its power plant. 

[4] It is against the foregoing 
background that the rights of the par- 
ties must be assessed when the pow- 
er-plant contract terminated, what- 
ever the date. Prior to that time, our 
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analysis above shows that the parties 
had effectively established separate 
rates for separate sales under two sep- 
arate contracts—the town-border re- 
sale contract subject to our rate 
regulatory powers, and the direct sale 
power-plant contract exempted by stat- 
ute from our rate authority. The 
termination of the separate power-plant 
contract and sale does not invest us 
with power—and we cannot find that 
the city has unilateral authority—to 
change the terms of the resale con- 
tract and companion rate schedule so 
as to make them apply to gas used 
by the city in its power plant.* 

[5] The complaint of the city in 
part recognizes that on the facts here 
it may not properly purchase power- 
plant gas under the town-border re- 
sale rate schedule when it seeks elim- 
ination from the latter of the exclu- 
sionary clause. This recognition is 
qualified, however, by the charge of 
discrimination. 

But our conclusions above are not 
altered when we examine the charge 
that the exclusionary provisions of the 
resale contract and rate schedule are 
unduly discriminatory as to the city. 
It asserts that, among those purchas- 
ing under that rate schedule at the 
time the complaint was filed, the city 
was the only resale customer which 
owned a power plant using gas pur- 
chased from Kansas-Nebraska. It 
appears that Kansas-Nebraska subse- 
quently refused to sell gas to another 
customer under the resale rate sched- 
ule for use in the latter’s power plant. 
We fail to find any basis for the 
charge of discrimination. 





2 The legal consequences of such use after 
termination of the power-plant contract are 
accordingly not matters for our decision. 
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[6,7] It may also be noted that we 
have re-examined our own and ju- 
dicial decisions on which the city re- 
lies, and we have considered the re- 
cent decision of the United States 
court of appeals for the ninth circuit 
in California Electric Power Co. v. 
Federal Power Commission (1952) 
96 PUR NS 65, 199 F2d 206, affirm- 
ing, among other things, our rate reg- 
ulatory authority under the Federal 
Power Act over an interstate sale of 
energy under a single contract to the 
Department of the Navy which con- 
sumed most of such energy and resold 
some. None of these cases affords sup- 
port for the city’s position here.2 The 
distinguishing circumstance here is 
that the parties in fact and in law con- 
summated a separate and long-con- 
tinued direct sale beyond our jurisdic- 
tion. 


The city’s belated dissatisfaction 


with that arrangement cannot, of 
course, empower us to fix the rate for 
gas separately sold by Kansas-Ne- 
braska to the city for its own use, 
contrary to the unambiguous prohibi- 
tion in § 1(b) against our regulation 
of any interstate sales other than sales 


for resale. On the undisputed facts, 
both the city and Kansas-Nebraska 
fully recognized and separately pro- 
vided for the daily delivery to and use 
by the city of large quantites of gas 
under the boilers of the city’s electric 
generating plant, apart from delivery 
of other gas to the city for resale for 
ultimate public consumption. So also 
did they agree upon and provide for 
a method of measurement of the quan- 


tities so consumed and not resold. We 
cannot find on the facts here that such 
method precludes or interferes with 
the exercise of our rate authority over 
the quantities which are sold under the 
town-border contract for resale. 

Having found that the gas consumed 
by the city at its electric generating 
plant is not the subject of a sale for 
resale but rather of a separate sale for 
consumptive use, we are directly for- 
bidden by § 1(b) to fix the rate for 
such sale. Since that is so, we deem it 
equally clear that we may not arrogate 
such authority indirectly by “‘interpret- 
ing” the resale rate schedule to apply 
to gas consumed by the city in the 
generation of electric energy, directly 
contrary to the long-continued express 
prohibition in that schedule against its 
application to gas so consumed by the 
city. 

[8] Parenthetically, we may say 
that, in concluding that the gas con- 
sumed by the city is not the subject of 
a sale for resale, we have taken into 
account that the fact the customer here 
is a municipality. Having determined 
that this is a direct sale for consump- 
tion use, we are not permitted by the 
act to alter the result because of that 
fact. Recommendations have been 
made by the Commission to the Con- 
gress that would extend our jurisdic- 
tion over interstate sales by natural gas 
companies to include direct sales to 
industries and sales to utilities which 
are not for resale. But until Congress 
gives us that authority, we have no 
alternative but to follow the statute. 

Wherefore, the Commission further 





8For example, in Colorado Interstate Gas 
Co. v. Federal Power Commission (CA3d 
1950) 87 PUR NS 343, 185 F2d 357, the 
court expressly refrained from deciding 
whether the sales there involved were within 


the jurisdiction of the Commission. But the 
opinion of the court indicates to us that Con- 
gress did not confer upon the Commission the 
authority we are asked to assert here. 
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finds: The complaint filed by the city 
of Hastings, Nebraska, against Kan- 
sas-Nebraska Natural Gas Company, 
Inc., on September 20, 1950, should be 
dismissed for want of jurisdiction, 
and the proceedings at Docket No. G- 
1487 should be terminated. 

The Commission orders: The afore- 
said complaint be and the same hereby 
is dismissed for want of jurisdiction, 
and the aforesaid proceedings be and 
the same hereby are terminated. 


BuCHANAN, Chairman, dissenting: 
The decision of the majority rests 
solely upon the proposition that, be- 
cause the city and the company had 
once contracted’ for a separate sale of 
gas for the power plant, this Com- 
mission’s jurisdiction does not reach 
the entire commingled flow of gas to 
the city. I cannot agree that our ju- 
risdiction may be circumscribed by 
private contract. This is so funda- 
mental to public utility law that no 
citations are needed. 


We have heretofore held that elec- 
tric energy or natural gas sold in inter- 
state commerce for resale is subject 
to our rate jurisdiction even though 
a part of the commingled flow may be 
consumed by the buyer.? This view 
of the law was recently upheld by the 
United States court of appeals for the 
ninth circuit in California Electric 
Power Company v. Federal Power 
Commission (CA 9th 1952) 96 PUR 
NS 65, 199 F2d 206. 

There is no question but that the 
facts concerning the physical circum- 
stances of the sale of gas at town- 
border metering stations by Kansas- 


Nebraska to the city of Hastings are 
indistinguishable from the facts in the 
Colorado Interstate Gas Co. Case 
(supra). In that case the natural gas 
was delivered by the selling pipeline 
company to the purchasing distributing 
utility in a commingled mass at several 
town-border metering stations where 
title and control passed from the seller 
to the buyer. The gas moved through 
the Public Service Company’s distribu- 
tion system to its customers and also 
to its electric generating plant or plants 
where it was burned under boilers. 
The volume of gas consumed was 
measured by Public Service at such 
plant or plants for its own convenience 
through meters owned by it. Similar- 
ly, in the case of California Electric 
Power Company (supra), electric en- 
ergy was sold by that company to the 
United States Navy which transmitted 
such energy over its lines to its depot 
at Hawthorne, Nevada, where part of 
such energy was resold to customers 
occupying a housing project and to 
various concessionaires at or near the 
depot and the balance of the energy 
was consumed in the operation of the 
various facilities at the depot. 

The alternatives can be stated very 
simply; in those cases as with this 
either the Commission has jurisdiction 
over the rate charged for the entire 
bulk delivery at town-border stations 
or it does not. In the above cases the 
courts have agreed that we do have 
jurisdiction. However, under the 
theory adopted by the majority here, 
rate jurisdiction, or the lack thereof, 
over commingled deliveries of gas or 
electricity at town-border metering sta- 





1 It is admitted by Kansas-Nebraska that the 
contract for power-plant gas was terminated 
July 1, 1950, prior to the filing by the city 
of its complaint on September 20, 1950. 
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tions apparently depends upon wheth- 
er the parties agree that the entire city 
gate sale is subject to the Commis- 
sion’s rate authority or agree to carve 
eut—on paper—a part of the flow and 
designate it a nonjurisdictional sale. 
This can only lead to the conclusion, 
as the majority has here decided, that 
when the parties cannot agree, existing 
contracts or rate schedules or historical 
practice governs as to the future and 
the Commission is powerless to exer- 
cise its jurisdiction over the entire 
commingled flow of gas or electricity 
unless the existing contracts or rate 
schedules so provide. That is not my 
understanding of regulatory law,* nor 
does such theory serve the public in- 
terest. 

In the Colorado Interstate Case 
(supra) that company endeavored to 
change the applicability clause of its 
G-1 rate schedule so as to prohibit its 


applicability to the gas consumed in 
the generating plants of Public Serv- 
ice Company of Colorado and the city 


of Colorado Springs. Such action on 
Colorado’s part followed notification 
by Public Service that it intended to 
purchase all gas under the G—1 rate 
schedule and to discontinue the pur- 
chase of gas for use in its power plants 
under separate contracts on file as rate 
schedules. We concluded that the 
change originally proposed by Colo- 
rado* should be disallowed and pre- 
scribed the language of the applicability 
clause Colorado should file. 


While the United States circuit 
court of appeals for the third circuit, 
upon review of our order, held that we 
may not prohibit the inclusion in an 
applicability clause of language limit- 
ing the applicability of the tariff to 
sales within the Commission’s regula- 
tory jurisdiction, i.e., sales for resale, 
it refused to pass upon the question of 
whether Colorado’s sales of gas for 
consumption in the boiler plants of 
Public Service and the city of Colorado 
Springs are in fact sales for resale. 

Colorado’s amended rate filing sub- 
sequently became effective and since 
that time as the Commission so di- 
rected in its opinion and order supra, 
Colorado has sold all gas to Public 
Service under its G-1 rate schedule al- 
though some considerable portion 
thereof is consumed in the electric gen- 
erating plants of that company.° 

In the light of the Colorado Case, 
I am unable to understand how we can 
do less in the instant case than we 
did there. Certainly the facts of the 
instant case present nothing that would 
lead to a change in judgment. In 
other words, we should prescribe an 
applicability clause for the rate sched- 
ule of Kansas-Nebraska which will not 
prevent the application of the rate 
schedule to any portion of the bulk de- 
livery of gas by Kansas-Nebraska to 
the city of Hastings. 

The city alleges discrimination. 
However, the majority finds no basis 
for discrimination (1) because the city 





3Union Dry Goods Co. v. Georgia Pub. 
Service Corp. 248 US 372, 63 L ed 309, 
PURI919C 60, 39 S Ct 117; Produceers 
Transp. Co. v. California R. Commission, 251 
US 228, 64 L ed 239, PUR 1920C 574, 40 S 
Ct 131; Sproles v. Binford, 286 US 374, 390, 
76 L ed 1167, PUR1932E 157, 164, 52 S Ct 
581; Mississippi River Fuel Corp. v. Federal 
Power Commission (CA8th 1941) 40 PUR 


es yh 121 F2d 159, 163 (2 FPC 170, 34 PUR 
. 4 During the hearing, Colorado filed a 
further revision in the applicability clause 
eliminating the express provision against 
purchases for buyers’ own use and consump- 
tion. 

5 Form 2 Colorado Interstate Gas Company, 
1951, pages 77, 79; Form 1 Public Service 
Company of Colorado, 1951, page 92. 
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is the only resale customer of Kansas- 
Nebraska owning a power plant using 
gas purchased from such company and 
(2) because Kansas-Nebraska turned 
down another customer’s proposal for 
purchasing gas for use in its power 
plant under the rate schedule in ques- 
tion. If the test of discrimination un- 
der the majority view is so limited, 
then I believe the majority have er- 
roneously restricted the scope of the 
act dealing with discrimination. Sec- 
tion 4(b), 15 USCA 717c(b), pro- 
vides : 

“No natural-gas company shall, 
with respect to any transportation or 
sale of natural gas subject to the juris- 
diction of the Commission, (1) make 
or grant any undue preference or ad- 
vantage to any person or subject any 
person to any undue preference or dis- 
advantage, or (2) maintain any un- 
reasonable difference in rates, charges, 
service, facilities, or in any other re- 
spect either as between localities or as 
between classes of service.” 

It is my opinion that Kansas-Ne- 
braska has violated both 4(b) (1) and 
4(b)(2). The majority refer to the 
fact that the city, during the period 
prior to the filing of its complaint, had 
entered into contracts with Kansas- 
Nebraska for power plant gas. As I 
read the evidence, the city’s so-called 
“belated dissatisfaction” with the con- 
tract arrangement was brought about 
through a basic change in the rate 
structure of Kansas-Nebraska. It was 
this change which created the discrim- 
ination complained of. 

The record shows that at the time 
the city originally contracted with 


Kansas-Nebraska for power plant gas 
it purchased gas under the town- 
border contract on a “block type”’ rate 
which did not provide for a contract 
demand or demand charge. When the 
tariff of Kansas-Nebraska was 
changed in 1947, from the “block” 
or “commodity type” rate to a 2-part, 
demand-commodity rate, the responsi- 
bility for which the Commission can- 
not avoid entirely, the city vigorously 
protested to us concerning the pro- 
posed change in the type of rate but 
its protest at that time was of the 
informal variety and the reply reject- 
ing the protest was in kind. The city 
thereafter reluctantly signed the con- 
tract of June 18, 1948. Under the 
demand-commodity rate the city is ob- 
ligated to nominate in advance its con- 
tract demand each year. The record 
shows that it has nominated demands 
based entirely upon the requirements 
of its retail customers and for mu- 
nicipal uses* without regard to the 
volumes of gas required for power- 
plant operation. Quite evidently and 
without contradiction the nomination 
of the demand is on a sale for resale 
basis only, a completely jurisdictional 
sale. 


It is the position of the city that by 
paying the contract demand for gas 
required to meet its obligations to its 
retail customers and for other munic- 
ipal uses it is entitled to such volumes 
of gas throughout the year and can 
use such portion thereof not needed to 
meet the daily requirements of its retail 
customers in its power plant. The 
record also shows that if the city of 
Hastings is unable to use the volumes 





6 The city is the ultimate consumer of gas 
for various municipal purposes, other than 
for power-plant use, the gas being purchased 
under the contract demand rate schedule. This 
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of gas available under the contract 
demand rate schedule for its power 
plant but must purchase such gas under 
a separate contract it will increase the 
cost of gas to the city by approximately 
$4,600 a month. It is merely seeking 
the right to use its distribution facil- 
ities and operate its system in the man- 
ner which all natural gas distributing 
companies in similar circumstances 
must do if the domestic load is to be 
serviced at reasonable rates. 

There would be no question of the 
city’s right to sell gas purchased under 
the town-border contract to a power 
plant if such plant were owned by 
someone other than the city and there- 
by it could improve its system load 
factor in the identical manner it desires 
to do here. 

Indeed several such situations now 
exist upon the Kansas-Nebraska sys- 
tem where the purchasing utility, 
which buys the gas on the same re- 
sale rate schedule as does the city of 
Hastings, sells gas to municipally 
owned power plants. In such instances 
the purchasing utilities are able to 
improve their system load factors and 
thus achieve economies in the over-all 
cost of gas which redound to the ben- 
efit of residents of such municipalities.’ 
It seems strange indeed that it is pos- 
sible for a large number of other mu- 
nicipalities and private utilities to pur- 
chase gas from natural gas companies® 
under filed contract demand rate sched- 
ules and use part of the gas in their 
electric generating plants when not 
needed by their retail customers but 
the city of Hastings cannot. 


In my opinion, there is a clear show- 
ing of disadvantage and prejudice 
against the community of Hastings 
through the terms of the applicability 
clause of Kansas-Nebraska’s rate 
schedule within § 4(b) of the Natural 
Gas Act, and an unreasonable differ- 
ence in rates and service will result. 

I agree that the city lacks the power 
unilaterally to change the terms of the 
filed rate schedule of Kansas-Ne- 
braska.® But that does not foreclose 
the city’s right to protest against it 
to us, nor does it limit, in the slightest, 
this Commission’s authority to strike 
a discriminatory clause from such rate 
schedule when the facts of record prove 
it to be discriminatory. That is our 
function and the Commission has 
acted upon such basis many times. 

The majority refers to the recent 
court decision, Re California Electric 
Power Co. supra [(1952) 96 PUR 
NS 65, 199 F2d 206] and, without 
stating why, holds that it affords no 
support for the city’s case. In my 
judgment, the case is clearly in point. 
In dealing with the California Compa- 
ny’s claim that the Commission’s ju- 
risdiction was limited to that part of 
the commingled flow of energy which 
was resold and did not attach to the 
entire flow, the court stated at page 70 
of 96 PUR NS, and page 209 of 199 
F2d: 

“Here, as in the Penn Water Case 
[ (1952) 343 US 414, 96 L ed 1042, 
94 PUR NS 1, 72 S Ct 843], the 
supposed nonjurisdictional part of the 
energy is indistinguishable at the point 
of sale from the remainder. Moreover 





7Blue Hill, Nebraska; Red Cloud, Nebras- 
ka; Franklin, Nebraska; and York, Nebraska. 

8 Northern Natural Gas Company; Colo- 
rado Interstate Gas Company; and Natural 
Gas Pipe Line Company of America. 

98 The majority view, however, makes it per- 


fectly apparent that if companies may right- 
fully maintain exclusionary clauses in resale 
rate schedules as it has permitted Kansas- 
Nebraska to do, it can hardly refuse, as it did 
in the Colorado Case, supra, to accept such 
clauses when filed by other companies. 
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the amount resold is not constant, but 
fluctuating. The Commission con- 
tends that it is not practicable to segre- 
gate the jurisdictional from the alleged 
nonjurisdictional part. It seems 
clear, although petitioner contends 
otherwise, that the only mode of seg- 
regation would be by separating the 
two loads and supplying each by an 
independent transmission line from the 
point of metering and purchase to the 


“In virtually all sales of power to 
a public body, such as a municipality, 
we would suppose that some part of 
the energy is used by the purchaser 
for its own purposes, the rest being 
resold to the consuming public. It 
would create untold difficulty and con- 
fusion if petitioner’s argument in re- 
spect of severability for rate regula- 
tion purposes were to be given coun- 
tenance.”’ 


For the reasons set forth above, I 
dissent from the majority action. 


depot. 
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Washington Public Service Commission 


v 


Washington Water Power Company 


Cause No. U-8398 
January 23, 1953 


PPLICATION by power company for authority to increase 
A rates ; modified rate increase authorized on temporary basis. 


Valuation, § 68 — Plant acquisition adjustment. 
1. A portion of the plant acquisition adjustment of an electric utility was 
included in its rate base, notwithstanding the rule that amounts representative 
of acquisition adjustments are usually ignored as a factor in the establishment 
of rates, where the numerous acquisitions made by this particular company 
had added to generation and transmission capacities and increased load di- 
versification, enabling continued service at lesser cost, p. 17. 


Valuation, § 293 — Working capital allowance. 
2. No working capital allowance was made in the case of an electric utility 
which experienced a greater lag in the payment of its expenses than the lag 
in dollar days existing from the time service was rendered to the collection 
of charges, p. 18. 


Valuation, § 250 — Customer contributions in aid of construction. 
3. The average balance of customer contributions in aid of construction 
should be deducted from the amount upon which investors are entitled to 
earn a return, p. 19. 
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Accounting, § 28 — Accelerated amortization — Electric facilities. 
4. The question in considering the accelerated amortization of electric fa- 
cilities is whether to consider the Federal tax liability at the actual cost or at 
a normal cost restated to remove the rapid amortization benefit, p. 24. 


Accounting, § 28 — Rapid amortization of defense facilities. 

5. A method of accounting for the rapid amortization of defense facilities 
was accepted which provided for the normalization of tax costs during the 
5-year rapid amortization period, and a continuation of this normalization 
thereafter until such time as that amount of money which has been collected 
from the subscribers in advance of needs as indicated by actual costs shall 
have been returned through credits to tax expense as the deferred tax lia- 
bility develops, p. 24. 


Return, § 26 —Cost of capital — Relation to reproduction cost. 
6. Evidence offered to show the current cost of capital, predicated upon the 
maintenance of the purchasing power of the investors’ dollar, need not be 
considered where consideration of reproduction cost has been waived, inas- 
much as such testimony is an attempt to give effect to a reproduction cost rate 
base through adjustment of the rate of return and is, consequently, un- 
acceptable, p. 26. 


Return, § 87 — Electric company. 
7. Areturn of 5.85 per cent for an electric company was considered sufficient 
to maintain the company’s financial integrity and enable it to obtain required 
new capital in competition with the securities of other companies, p. 26. 


aa 


By the Commission: This proceed- 
ing was begun when The Washington 
Water Power Co. (hereinafter gener- 
ally referred to as Water Power or 
company) submitted September 29, 
1950, a complete new tariff designated 
as WN U-22 which would, if allowed 
to become effective, cause a general 
increase in electric service rates in the 
area of this company’s operations 
within the state of Washington. Fol- 
lowing suspension by Commission or- 
der of October 17, 1950, the matter 
came on for formal public hearing in 
Spokane, Washington, starting June 
18, 1951, and was reconvened at vari- 
ous times thereafter until final sub- 
mission to the Commission December 
10, 1952. 

The following are the appearances 
of record herein: Washington Public 
Service Commission, per Frank P. 


Hayes and Lawrence K. McDonell, 
Assistant Attorneys General, Olympia, 
complainant ; The Washington Water 
Power Co., per Allan Paine, Attorney, 
Spokane, respondent; city of Spo- 
kane, per George Ferris, Corporation 
Counsel, Spokane, and Spangle Grange 
No. 1063, per Edgar J. Wright, Seat- 
tle, intervenors. 


OTHER APPEARANCES: Northwest 
Electric Heating Society, per George 
R. Stuntz, Attorney, Seattle; Central 
Labor Council of Spokane and Vicin- 
ity, per William J. May, Executive 
Secretary, Spokane; Charles W. 
Hodde, Colville, appearing for him- 
self; Lillias De Foe, Spokane, appear- 
ing for herself; Ralph C. Schlichtig, 
Dishman, appearing for himself; Law- 
rence E. Sherman, Spokane, appear- 
ing for himself. 
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This proceeding is particularly note- 
worthy for the reason that it is the 
first time that the respondent has, 
since its incorporation in 1889, sought 
a general rate increase. Such general 
rate revisions as have been experienced 
have all been downward revisions, 
which indicates the ability of the com- 
pany to absorb increasing expenses, 
including taxes, through the building 
of increased loads. The revenue effect 
of the present application is estimated 
at less than 50 per cent of the rate re- 
ductions made in 1940 and 1941. 


As heretofore noted the proposed 
tariffs under consideration herein 


were filed September 29, 1950. Con- 
clusion of the hearings was delayed 
until December 10, 1952, as the result 
of various stipulations entered into 
between the company and the Com- 


mission extending the origina! statu- 
tory suspension period. 

At the initial phases of the hearing 
herein the company presented consid- 
erable testimony relative to the fair 
value of the company’s properties used 
and useful for public service applicable 
to state of Washington operations 
based upon reproduction cost new, and 
also introduced testimony and exhibits 
relative to a proper amount of depre- 
ciation reserve applicable thereto as a 
result of observed depreciation studies. 
Further, company witnesses and staff 
witnesses made certain proposals rela- 
tive to the manner of computing cur- 
rent depreciation accruals to be consid- 
ered for rate-making purposes. 

Prior to the reconvening of the final 
hearings herein, agreement was 
reached between Commission counsel 
and counsel for respondent whereby 
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the company at this time, and for the 
purposes of this order only, waives any 
right it may otherwise have had to 
claim the necessity for Commission 
consideration of such testimony as it 
relates to the consideration of repro- 
duction cost new and observed depre- 
ciation in determining fair value for 
rate-making purposes. Accordingly, 
this leaves us free to proceed to deci- 
sion herein by determining a fair value 
rate base in the manner customarily 
followed by us, i.e., developing the 
same on depreciated original cost or 
prudent investment. 

Such agreement reached between 
counsel for the respondent and counsel 
for the Commission contemplates that 
while the company waives any right 
to claim error in the Commission pro- 
ceeding in such manner without con- 
sideration of reproduction cost new, 
it is for purposes of this order only 
and without prejudice to the company 
in any later proceeding to contend for 
the determination of fair value on any 
legal basis as long as procedural ave- 
nues remain open for the staff of the 
Commission to express its position on 
such contentions. 

As heretofore noted witnesses for 
the company and for the staff of the 
Commission presented testimony as to 
the appropriate permanent methods of 
depreciation accounting that the Com- 
mission should prescribe and allow 
for rate-making purposes. Company 
counsel and Commission counsel are 
in agreement that final Commission 
determination on such is not required 
at this time and could be reserved for 
later treatment as long as the proce- 
dure adopted in arriving at such deter- 
mination at a later date be such as to 
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utilize the testimony already of record 
herein. 

Aside from any such agreement on 
the foregoing matters it is our convic- 
tion for reasons that will hereinafter 
be made clear that this order must be 
treated as an interim one only, calling 
for re-examination due to the effect 
that the placing into service of re- 
spondent’s Cabinet Gorge plant may 
have on respondent’s operating re- 
sults. At such time as re-examination 
of the effect of this order is deemed to 
be necessary, further consideration 
can be given to those particulars as to 
which decision is now reserved. Hav- 
ing in mind, therefore, the interim na- 
ture of this order and the fact that 
continuing jurisdiction must be exer- 
cised, we will now proceed to a consid- 
eration of the company’s corporate 
structure and capitalization, the rate 
base to be used, the operating results 


to be considered with applicable pro 
forma adjustments, and fair rate of 
return to be allowed. 


Prior to such consideration, it 
should be noted that the Commission’s 
staff has conducted extensive exami- 
nations and investigations of the 
books, records, and operations of the 
company in relation to the matters 
herein. A total of eleven days of 
hearing has been held in this proceed- 
ing throughout the period commenc- 
ing June 18, 1951, and ending Decem- 
ber 10, 1952. The record consists of 
1,373 pages of transcript and 43 ex- 
hibits. Witnesses for the company 
and for the staff of the Commis- 
sion have used the twelve months 
ended August 31, 1952, as the test 
period. 


Corporate Structure and 
Capitalization 


The Washington Water Power Co., 
a Washington corporation having its 
principal executive office at W. 825 
Trent avenue, Spokane, Washington, 
is authorized to furnish electric service 
as a public service company in the 
state of Washington. The company is 
engaged primarily in the generation, 
transmission, distribution, and sale of 
electrical energy in 13 counties in east- 
ern and northeastern Washington, and 
9 counties in the adjoining section of 
northern Idaho. In addition to the 
company’s principal business of pro- 
viding electrical service, it operates a 
water utility enterprise in Clarkstor, 
Washington, and a central steam-heat 
sales enterprise in the city of Spokane, 
Washington. All operations are con- 
ducted under the same corporate name. 

The company has one wholly owned 
subsidiary, the Washington Irrigation 
and Development Company which 
owns land astride the Columbia river 
at a potential power site known as 
Priest Rapids, and which subsidiary 
in turn owns a majority interest in a 
limestone property in Idaho which at 
the present is inactive. 

The Water Power had outstanding 
at August 31, 1951, 2,541,800 shares 
of nonpar common stock with a stated 
value of $25,418,000. As at that date 
the American Power & Light Com- 
pany held 100 per cent of the outstand- 
ing common stock. The Water Power 
revised its shares of common stock 
outstanding from the 2,541,800 shares 
above, to 2,342,411 shares as at July 
23, 1952, but the aggregate stated 
value of the outstanding shares re- 
mained unchanged. On August 21, 
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1952, the American Power & Light 
Company completed its distribution of 
its ownership in the shares of the Wa- 
ter Power to the shareholders of 
American. The outstanding shares of 
the Water Power at August 31, 1952, 
were held by 10,969 shareholders. 

The Water Power had outstanding 
as at August 31, 1951, 35,000 shares 
of nonpar, $6 cumulative preferred 
stock. There were no changes in the 
number of shares issued and outstand- 
ing during the ensuing 12-month peri- 
od. These shares were held by 1,880 
persons as at August 21, 1952. 

The company had long-term debt 
outstanding as at August 31, 1951, 
amounting to $19,080,000 comprised 
of 25-year, 34 per cent mortgage 
bonds due June 1, 1964. No change 
occurred in long-term debt during the 
ensuing 12-month period. 

In addition the company had certain 
miscellaneous long-term notes out- 
standing payable to the Guaranty 
Trust Company, the Mellon National 
Bank & Trust, and the Spokane & 
Eastern Branch of the Seattle-First 
National Bank. The total borrowings 
from these banks as at August 31, 
1952, was in the amount of $37,990,- 
000. 


Rate Base 


It has been the practice of this Com- 
mission, in determining the reasonable- 
ness of rate applications by operating 
utility companies within this state, to 
measure the net operating income of 
the utility and express this income as a 
per cent return of an earnings base 
properly associable with the utility 
operations within this state. This 
earnings base is referred to as the rate 
base. 
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Essentially, the elements of rate 
base, used in measuring the rate of 
return, as presented for the test period 
by the company and by the Commis. 
sion staff, are in accord. The ele. 
ments used by each were: 

Gross Investment in Utility Plant in 
Service (Original Cost) ; Utility Plant 
Acquisition Adjustment; Working 
Capital; Depreciation Reserve; Amor- 
tization Reserve ; Contribution in Aid 
of Construction. 

The amounts presented by witnesses 
for the staff and the company for cer- 
tain of the above categories were wide 
apart. All comparative data shown 
herein are average for the test period 
year ended August 31, 1952, unless 
otherwise specified. 


Utility Plant in Service 

The determination herein uses the 
average investment as booked during 
the test period for the year ended Au- 
gust 31, 1952. Investment in Utility 
Plant in Service as booked is repre- 
sentative of original cost. Only the 
method of averaging causes variation 
between the company and the staff. 
The company presented an average of 
the plant balances as at the beginning 
and end of the test period whereas the 
staff used a method which presented 
an average of the monthly averages 
throughout the test period. It ap- 
pears that the staff method more accu- 
rately keeps abreast of the changes in 
serviceable plant investment during 
the period of review. 


Electric 
Total State of 
Company Wash. 
.. $74,654,649 $48,957,799 
74,914,161 49,168,371 


Average 100.1 
Company Method 
Staff Method .... 





P. S. C. vv. WASHINGTON WATER POWER CO. 


Utility Plant Acquisition Adjustment 
—Account 100.5 


Reserve for Amortization of Utility 
Plant Acquisition Adjustment— 
Account 252 

[1] Any excess of acquisition cost 
over original cost currently reflected 
in the total utility investment is set 
aside in this account. 

The rate base presented in company 
testimony considers the utility plant 
acquisition adjustment as recorded on 
the formal records in accordance with 
directives of the Federal Power Com- 
mission, this Commission, and the 
Idaho Commission, in stating this 
company’s utility plant in service at 
original cost in 1944. The average 
amount so recorded for the total com- 
pany during the test period stood at 
$3,181,919, with an average reserve 
applicable thereto of $1,745,930. The 
company contends that the allowable 
rate base should include all of the 
Washington portion of 100.5, less the 
reserve associated therewith based up- 
on amortization starting in 1944. 


Testimony was given in the pro- 
ceedings herein by Charles W. Smith, 
Chief of the Bureau of Accounts, Fi- 
nance, and Rates of the Federal Pow- 


er Commission. Mr. Smith was made 
available to us as a witness by the 
Federal Power Commission upon re- 
imbursement to such Commission for 
his pay and expenses. 

Based upon long experience with a 
great many utilities, he was of 
the opinion that practically always 
amounts included in 100.5 represented 
intangible value. He contended that 
theoretically, intangibles, which gen- 
erally relate to earning power, should 
not be included in the rate base. How- 


[2] 


ever, in the instant matter, he was in- 
clined to take a practical viewpoint 
and include a portion of the 100.5 
amount as a rate base element. His 
reasoning was as follows: 

A. The company has made various 
acquisitions during its history, the 
midpoint or average year of which 
weighted for dollar amounts of asso- 
ciated acquisition adjustments approx- 
imate year 1930. 

B. Principally, the current amorti- 
zation period expiring in 1959 which 
represents twenty-nine years subse- 
quent to 1930, and which is rounded 
to thirty years and considered as the 
normal allowable amortization pe- 
riod. 

C. The booked acquisition adjust- 
ment is being amortized substantially 
over a 15-year period commencing in 
1944. 

D. The accounting treatment is not 
necessarily the treatment to be accord- 
ed in a period selected for rate making. 

E. The problem of amortizing the 
acquisition adjustment began with the 
acquisition and not with the re- 
classification recorded in the early 
1940’s. 

F, Therefore, assuming a 30-year 
amortization period as correct, and 
considering that two-thirds of the peri- 
od had expired with the year 1950, 
only one-third was considered appro- 
priately associated with the 1950 test 
period. 

The amount representing acquisi- 
tion adjustment as used by Mr. Smith 
does not, of course, conform to the 
amount booked in the present test 
period which is in the amount of $3,- 
181,919, due to a later period being in- 
volved. 

Based upon Mr. Smith’s formula, 
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testimony was presented by the Com- 
mission staff of an amount of the ac- 
quisition adjustment applicable to 
acquisitions in the thirty years prior to 
the current test period and as asso- 
ciated with state of Washington elec- 
tric operations separately. The staff 
found such portion of 100.5 applicable 
to the present period of $1,864,939, 
with an amortization reserve accumu- 
lated, considering a 30-year amortiza- 
tion period as proper, of $1,363,- 
550. 

A comparison of the various tes- 
timony produces the following: 


Electric 
Total State of 
Company Wash. 
$1,435,989 $1,202,191 
ics 501,389 


Average 100.5 
Less Average 252 


Company Witness 
Staff Witness ... 


Although the rule has most gener- 
ally been to ignore amounts represent- 
ative of acquisition adjustment as a 
factor in the establishment of rates, in 
that these amounts nearly always re- 
flect intangible values, the Commis- 
sion in the instant matter is inclined 
to accept the practical viewpoint as 
expressed by the witness Smith. Cer- 
tainly the electric utility industry is 
one which lends itself to integration 
and diversity. The numerous acquisi- 
tions which this company has made 
have added to generation and trans- 
mission capacities and have increased 
load diversification enabling continued 
service at lesser cost. This is force- 
ably demonstrated by this company’s 
history of rate reductions and record 
of adequate service in the area which it 
operates. 

Working Capital 

[2] The derivation of the amount 
to be included as allowance for work- 
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ing capital by company and staff wit. 
nesses was based upon widely different 
methods. 

The working capital allowance 
claimed by the company was bottomed 
on the average balance in materials 
and supplies during the test period, 
assignable to electric operations, plus 
one and one-half months of the annual 
operating expenses, exclusive of de- 
preciation or taxes, for the test period. 
The use of one and one-half months 
of the annual operating expenses was 
tied to the average delay in the collec- 
tion of revenues subsequent to the 
midpoint at which the service is ren- 
dered. 

Two methods were advanced by the 
Commission staff, each producing sub- 
stantially the same results. One meth- 
od presented the amount of working 
capital which was provided by inves- 
tors. This was measured as the ex- 
cess of investor-supplied funds over 
invested capital on the average 
throughout the test period. There 
was no excess. A second method pre- 
sented and compared the days of lag 
in the collection of revenues, weighted 
for dollar amounts, with the days of 
lag available to the company in the 
paying of due bills, also weighted for 
dollar amounts. Although a consid- 
erable lag in dollar days existed in the 
collection of revenues, a much greater 
lag occurs in the payment of the costs 
incurred in the provisions of the serv- 
ice which yields the revenues. There- 
fore, both methods advanced by the 
staff pointed to a negative working 
capital provision. 


A comparison of amounts of work- 
ing capital introduced in testimony is 
shown below: 
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us It appears that the inclusion of an 
ial # allowance for working capital would 
le- J not be appropriate in view of the facts 





at hand. 






Reserve for Depreciation 

The reserve for depreciation as 
booked by the company is applicable 
to total system properties and opera- 
tions with no physical separation pos- 
sible as to the individual state electric 
operations or to other operations or 
nonoperations. The method most 
commonly used by the company in 
separating this total system reserve to 



















In addition, the staff considered re- 
tirement work in progress as a retire- 
ment made to the extent of its comple- 
tion and reduced the average reserve, 
state of Washington electric only, by 
the amount of retirement work in 
progress associated thereto. Average 
retirement work in progress applicable 
to total company electric operations 
was in the amount of $132,858, of 
which $88,066 was considered appli- 
cable to state of Washington, electric. 















Contributions in Aid of Construction 

[3] Accumulated balances included 
herein are representative of funds or 
other items of value contributed by 
subscribers to the service of this utility 
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components is on the basis of total in- 
vestment in depreciable plant and prop- 
erty as at the beginning of the period 
for which separation is to be made. 
Company testimony in this cause, in 
effect, separated the average deprecia- 
tion reserve on the basis of year be- 
ginning, year ended average total in- 
vestment in plant and property. 

The method of separation employed 
by the staff was to separate the total 
system average reserve between oper- 
ating and nonoperating segments on 
the basis of average depreciable in- 
vestment in plant in service and other 
depreciable investment. 

A comparison of average reserve 
for depreciation for the total system 
and as assigned to total company elec- 
tric and state of Washington electric 
operations under each of the above 
methods is shown following : 


Electric 


Average 250 Total System Total Company State of Wash. 
Company Method . $15,707,878 $14,966,466 $9,814,282 
Staff Method 15,675,948 14,858,604 9,849,174 








in the aid of construction placed for 
the provision of their service. In that 
these amounts are reflected in utility 
plant in service, it is appropriate to de- 
duct this average balance in consider- 
ing the amount upon which investors 
are entitled to earn. 

The average balance as presented 
by the company and the staff differs 
slightly due to variation in averaging 
methods, as indicated in the discus- 
sion of electric plant in service. 


Electric 
Total State of 
Average 265 Company Wash. 
Company Method $781,523 $512,523 
Staff Method 773,328 512,608 
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The staff method of averaging is 
selected for use in that it keeps abreast 
of the changing situation with respect 
to investment in utility plant in serv- 
ice. 


Adjustments to Rate Base Elements 

Both the company and the staff 
testimony indicated a need for adjust- 
ment in depicting rate base elements 
on the level which they might reason- 
ably be expected to reach in the imme- 
diate future. One adjustment element, 
involving the completion and placing 
in service of the company’s new hydro- 
electric production and transmission 
facilities of the Cabinet Gorge project, 
is of major proportions having a pro- 
found influence on rate base amounts 
assignable to the state of Washington 
electric operations. 

Staff testimony, presented for the 
consideration of the Commission but 
not necessarily with recommendation, 
and that of the company are substan- 
tially in accord with respect to the 
amount to be included to reflect the 
investment in Cabinet Gorge. 


Acct. 100.1 Electric 


Cabinet Gorge Total State of 
(Est.) Company Wash. 


Company $46,687,000 $28,012,200 
Sta ft* 46,687,000 27,825,452 


* Without recommendation for use. 


Variance in the amount assigned to 
the state of Washington is due to the 
use of an apportionment ratio based 
upon energy requirements at substa- 
tion by the company as actually devel- 
oped during the year ended August 
31, 1952, of 60 per cent of the state 
of Washington and 40 per cent of the 
state of Idaho electric operations. 
Eliminating the abnormal influence of 
the mine strike in the state of Idaho, 
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which tended to reduce Idaho require. 
ments during the test period, the ap. 
portionment ratio would have been 
59.6 per cent Washington and 404 
per cent Idaho. The latter ratio was 
used by the staff in assignment of in. 
vestment to the state of Washington 
electric operations. 

Testimony presented by the com- 
pany included a depreciation reserve 
element associated with the Cabinet 
Gorge project and interconnecting 
facilities which was intended to reflect 
the average accrued depreciation dur- 
ing the first year of complete opera- 
tion. Depreciation accruals on the 


project commenced with the month of 
October, 1952. The annual accrual 
for depreciation advanced by the com- 
pany on the total project was in the 
amount of $381,600. The final unit, 
it has been estimated, will be installed 
and operative June 15, 1953. 


The company estimated a reserve as 
at the beginning of full operation of 
the project to be $198,000 and $572,- 
400 at the conclusion of one full year 
of complete operation of the project. 
The average total reserve applicable 
during the first year of total operation 
of Cabint Gorge of $381,600, of which 
the company considered 60 per cent, 
or $228,960, was applicable to the 
state of Washington electric invest- 
ment. 

The staff considered the estimated 
investment in the Cabinet Gorge proj- 
ect at the gross amount with no asso- 
ciated reserve. 

If consideration is to be given to 
the additional investment, and the op- 
erational characteristics of the project 
as though totally complete, it appears 
that some average amount of accrued 
depreciation would be appropriately 
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msidered. Such an amount may be 
mputed from the record as follows: 


‘nual Depreciation Accrual $381,600 


onthly Depreciation Accrual $31,800 


Accrued Balance June 30, 1953 (Ac- 
cruals commencing October 1, 
52 


381,600 
Accrued Balance June 30, 1954 $667,800 


Average during First Annual Period 
of Complete Operation $477,000 


Applicable State of Washington 
Electric (59.6%) $284,292 


A further adjustment presented by 
the staff and not given effect to in com- 
pany testimony was the revision of the 
separation of investment in utility 
plant in service to states as a result of 
the revision of the energy require- 
ments at substation ratio, previously 
referred to herein as due to the Idaho 
mine strike in 1951. The net reduc- 
tion in Washington electric rate base 
was the amount of $128,658. 


Summary of Rate Base Development 


Average 


Utility Plant in Service , 
Utility Plant Acquisition Adjustment 
Working Capital 


Deduct: Reserve for Depreciation 
Less: Retirement Work in Progress 


Total Reserve 


State of Wash. Electric Operations 
Company Method Staff Method 


$48,957,799 $49,168,371 

2,663,884 1,864,939 
1,044,461 pie 

52,666,144 51,033,310 


9,814,282 9,849,174 
Saas 88,066 


9,814,282 9,761,108 


Reserve for Amortization of Utility Plant Acquisition 


Adjustment . 
Contributions in Aid of Construction 


Total Deductions 


Net Rate Base " 
Adjustment for Cabinet Gorge Project 
Adjustment for Revised E. R. Ratio 


Total Rate Base as presented in testimony .... 


The Commission accepts the rate 
base as developed by the staff with the 
exception of the reserve for deprecia- 
tion which must be considered as asso- 
ciated with the investment in the 
Cabinet Gorge project. The accumu- 
lated reserve for depreciation on the 
project’s facilities during the first year 
of complete operation would be in the 
average amount of $284,292 and is 
considered as a deletion in that amount 
from the average rate base as present- 


1,461,693 1,363,550 
512,523 512,608 


11,788,498 “11,637,266 


40,877,646 39,396,044 
27,783,240 27,825,542 
its (128,658) 


plea ncetes . $68,660,886 $67,092,838 


ed and adjusted by the staff for the 
year ended August 31, 1952. 


Operating Results 


The results of operations actually as 
recorded during the test period for 
total company and for states of Wash- 
ington and Idaho, separately, as pre- 
sented by the company and the staff 
were in agreement. 

Various factors have occurred or 
become known which, had their influ- 
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ence been effective throughout the test 
period, would have materially altered 
operating results. Since changes in 
service rates by necessity can only 
affect future periods, it has been cus- 
tomary to review actual results of 
operations; to eliminate improper in- 
fluencing factors; and to restate the 
actual experienced data giving effect 
to the changed situations, which will 
tend to alter future results, as though 
their weight had been effective 
throughout the test period. 





For purposes of comparison two 
statements have been included in the 
appendix hereto presenting a summary 
of all adjustments prepared and made 
by the company’s witnesses (Appen- 
dix A [omitted herein] ) and the staff 
witnesses (Appendix B [omitted here- 
in] ) in this cause covering the com- 
pany’s electric operations in the state 
of Washington, year ended August 31, 
1952. The two statements are pre- 
pared along comparable lines for ready 
comparison in the form in which such 
statements are usually developed by 
the staff of this Commission. Al- 
though not presented in such form, 


that purporting to represent company 
exhibits has been developed from the 
record, enabling each adjustment to 
stand on its own, with a determination 
of resulting net operating income and 


rate of return possible. Company tes- 
timony presented nothing correspond- 
ing to restated actual results of opera- 
tions as shown by the staff testimony. 
Differences between the testimony pre- 
sented by the company and by the staff 
are slight in their effect on net operat- 
ing income. 

Regarding similar adjustment data 
used by each in the restating of the 
test period on a pro forma basis one 
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notable difference is in the method 
allocation of Federal taxes on income 
applicable to total company electric 
operations, between the Idaho an 
Washington separated results. The 
staff in its reallocation of Federal in. 
come taxes assigned the basic factors 
contributing to net taxable income, 
which are not considered in arriving 
at net operating income, to the various 
segments of total company operations 
if appropriately associated therewith, 
This adjustment being accomplished 
first, all subsequent adjustments affect- 
ing Washington electric operations 
carry the appropriate tax liability at 
the effective rate of tax. The company 
testimony made separation of certain 
of these factors, but not all, to other 
than electric operations and developed 
the revised tax liability for total com- 
pany electric. This liability was de. 
veloped after all adjustments to actual 
recorded results had been considered. 
The total increase in liability deter- 
mined for system electric operations 
was assigned to states on the ratio of 
net operating income before Federal 
taxes on income. The ratio used in 
the separation assigned 50.173 per 
cent to the state of Washington elec- 
tric. The record has been searched in 
vain for the basis of this percentage. 
The ratio of state of Washington elec- 
tric, to total company electric, net 
operating income before Federal taxes 
on income on an actual basis is 71.105 
per cent. Applying the various ad- 
justments as company testimony as- 
signs their relative weight to state of 
Washington, this ratio diminishes 
somewhat, but never is it measurable 
at less than 65 per cent. 


The company’s method of tax allo- 
cation, in effect, assigns less than the 


just 
[omit 
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roper tax load to the state of Wash- 
imgton electric operations. A classic 
sample of this inequity, though not a 
major influence, is the pro forma ad- 
ystment one, shown in Appendix A 
fomitted herein], and having to do 
yith the restatement of results to 
diminate the Idaho mine strike. Af- 
cting the state of Washington is an 
expense saving of only $1,400. Stand- 
ing alone additional taxes would asso- 
date therewith to the extent of 52 per 
ent of the savings or roughly $730. 
The company’s method assigns addi- 
tional taxes in excess of $6,000 in 
this adjustment thereby changing the 
net effect on Washington operations 
separately from a benefit to a detri- 
ment. 

One other notable point of differ- 
ence existing between company and 
staff testimony was in the development 
of the amount of amortization of elec- 


tric plant acquisition adjustment at- 
tributable to state of Washington 
electric operations. The company con- 
sidered the amortization as booked 
annually as the proper amount attrib- 
utable to total company electric opera- 


tions. This amount was assigned to 
states according to the physical location 
of the acquisition without regard for 
the individual acquisition’s use in the 
company-wide electric service. 

The amortization considered by the 
company, therefore, represents a 15- 
year amortization period for the bulk 
of the acquisitions as set up by the 
Federal Power Commission and as 
approved by this Commission in extin- 
guishing this balance for accounting 
treatment. This is contrary to testi- 
mony of a staff supervisory member of 
the Federal Power Commission given 
in this cause which recommended a 


30-year amortization period as proper 
for rate making. 

The staff of this Commission pre- 
pared for consideration an appropriate 
balance of the acquisition adjustment, 
and amortization thereof to associate 
with the current test period, assuming 
a 30-year amortization period was 
proper. This was developed for the 
state of Washington electric opera- 
tions separately, making necessary 
assignment to states of the balances 
attributable to jointly used acquisi- 
tions. 

For reasons as hereinbefore enu- 
merated this Commission is inclined 
to take a practical viewpoint of the 
matter for rate making, and consider 
that portion of the amortization, as 
developed by the staff, as an element 
in operating results. 

The staff of this Commission in ad- 
justing and restating actual results to 
give effect to those influences which 
will in the future alter operating re- 
sults, but which because of their tim- 
ing were not reflected in whole or in 
part during the test period, have stead- 
fastly insisted that prior to use these 
influences be definite as to occurrence 
and be readily capable of accurate 
measurement. In this the Commis- 
sion has repeatedly concurred. 


Such was the testimony by the staff 
in this cause with respect to two fac- 
tors, each of which, in their estimated 
effect, would have caused wide vari- 
ance in restated results of operations 
and rate of return, as opposed to actu- 
al results. Each factor was indefinite 
as to occurrence and not necessarily 
capable of measurment to any degree 
of accuracy. 

One such factor dealt with the appli- 
cation of the results of the current test 
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period on a basis assuming a median 
water condition had existed in the 
company’s area of operation, rather 
than the somewhat better than median 
condition which actually existed. Al- 
though such a condition is not definite 
as to occurrence in any future period, 
its position as the normal situation 
between poor and abundant water 
years lends credence to its use in view- 
ing a particular period for rate evalua- 
tion. 


The other such factor dealt with the 
inclusion of the Cabinet Gorge hydro- 
electric project and the interconnect- 
ing transmission facilities with its 
operational characteristics fitted to the 
results of operations encountered dur- 
ing the test period. The investment in 
the project is not complete and will 
not be completed until the middle of 
1953, as presently scheduled. Prior 
to that time the project will not be 
fully operative as to ultimate genera- 
tion capabilities. Generation capaci- 
ties of the presently installed units are 
exceeding expectations. Predomi- 
nately the generation advantage to 
this company’s electric operations 
when fitted to the year ended August 
31, 1952, computed at median water, 
is in reduction of power purchase costs 
and in increased sales of surplus ener- 
gy. Such a situation with respect to 
loads and energy requirements in this 
company’s area and in the Pacific 
Northwest existing during the current 
test period may never occur again. 
Continuing growth has been the rule. 
Therefore, at the point, and during the 
first annual period, of the project’s 
complete operation, the surplus sales 
may be reduced in favor of firm sales 
at a somewhat greater yield in reve- 
nues than is produced by surplus sales. 
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The fact remains, however, th; 
generation capacity must be prese 
before loads can be expanded. 


tail less profitable operations. Whe 
the development is complete and util 
zation is maximum, the return fro . 
the project viewed separately shoul 
be somewhat better. It is conceivabld 
that with maximum utilization of the 
project downward rate 
would be in order. 

[4,5] One factor has been ignored 
by both the staff and the company in 
portraying rates of return from elec. 
tric operations in the state of Wash- 
ington although covered in staff testi- 
mony, the factor was not incorporated 
into the statements depicting operat- 
ing results. This factor concerns the 
rapid amortization of the cost of they 
Cabinet Gorge project for Federal tax 
on income. The Federal government 
has authorized this utility to amortize 
65 per cent of the cost of the project 
during the first five years of operation 
thereof. This will substantially re- 
duce Federal taxes on income. As- 
suming a constant rate of tax during 
the 5-year amortization period the tax 
savings would amount to approxi- 
mately $1,725,000 per year applicable 
to state of Washington electric which 
is developed as follows: 


revision#a 


Estimated completed cost of Cabi- 
net Gorge gos 


$46,687,000 


Subject to accelerated amortization 


(65%) .... 


Annual amortization Leena sade 5 
years) eae e eaalee 
Less: 
Normally allowable annual de- 
preciation for tax purposes 
($381,600 x 130.8%) 


Annual benefit 


$30,346,550 


6,069,310 


499,133 
$5,570,177 


——_————T_ 
—_—_— 
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$2,896,492 


ax thereon at 52% 


portion 


of Washington 
$1,726,309 


(59.6%) 


Much has been written relative to 
Mie treatment of the tax benefit to be 
jerived by utility companies due to 
his authorization by the Federal gov- 
rnment. Many theories have been 
Wdvanced for the accounting thereof 
‘nd for the treatment to be accorded in 
Bate making. Considerable conflict 

f opinion exists. 

With respect to the accelerated 
pmortization of the project cost there 
an be no question that recovery of 65 
er cent thereof in a 5-year period 
hrough rates is unrealistic and un- 
varranted. Present indications are 
hat the useful service life of the proj- 
ect will be many times this short peri- 
d. 

Whether to consider the Federal 
ax liability at the actual cost or at a 
ormal cost, restated to remove the 
rapid amortization benefit, poses the 
greatest question. Whatever method 
might be followed, it would be neces- 
sary to apply consistent treatment in 
the current and future periods to in- 
sure that public interest was not in- 
jured. 

If tax costs were normalized for 
tate making during the 5-year rapid 
amortization period, the subscriber 
would be providing the company with 
a cost which the utility is not, at this 
time, required to meet. This method 
would recognize the normalized tax 
costs as an actual cost of operation at 
the present time, though deferred as 
‘o payment which would begin at the 
close of the rapid amortization period 
and continue throughout the remain- 
ing life of the project. To insure the 


best interests of the public involved, 
it would be necessary to continue the 
normalization of tax costs after the 
rapid amortization had ended and re- 
duce tax expense allowed in establish- 
ing rates from those which would then 
actually exist. This would remove 
the additional tax liability due to the 
previous exhaustion of depreciable 
basis for tax purposes which had not 
been considered in rate making. 

The other method which has been 
advanced would be to consider tax 
costs actually as they are incurred for 
the year in which the liability devel- 
ops. 

It is necessary, in concluding which 
method will be followed in establishing 
rates, to consider the intent of the 
legislation which enables electric util- 
ities to amortize the bulk of the cost of 
certain emergency facilities in so short 
atime. It places the utility in an ad- 
vantageous position in the initial 5- 
year period in that capital is provided 
for its use at no cost. During this 
initial period, however, the enlarged 
capitalization which has been required 
in the project’s construction must be 
supported. The intent could well have 
recognized an initial period of less 
profitable operation and _ provided 
some leveling influence which would 
encourage the construction. To con- 
sider actual tax expense in rate mak- 
ing during the initial 5-year period 
would be to remove that which appar- 
ently is the intent of the legislation. 
However, to normalize taxes for rate 
making during the initial 5-year peri- 
od would require, in the best interests 
of the public involved, that normali- 
zation be continued after the conclu- 
sion of the initial 5-year period. We 
believe it to be in the interest of all 
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concerned that normalized taxes be 
considered herein. However, this 
Commission believes that the normali- 
zation of taxes should be continued 
until such time as that amount of mon- 
ey which has been collected from the 
subscribers in advance of needs as in- 
dicated by actual costs shall have been 
returned through credits to tax ex- 
pense as the deferred tax liability de- 
velops. Prescribing of the account- 
ing treatment to accomplish this re- 
sult will be handled in a separate or- 
der. 


Cost of Money and Rate of Return 


[6,7] In all, four witnesses testi- 
fied on the proper allowance that 
should be made as to respondent’s 
cost of money and fair rate of return. 
Dr. J. Rhoads Foster and Mr. Charles 
C. Colt appeared on behalf of the com- 


pany, and Dr. Lionel W. Thatcher and 
Dr. Eli Winston Clemens appeared 
on behalf of the staff. Mr. Foster is 
a consulting economist and lecturer 
on public utilities in the graduate 
school of business administration at 
the New York University, and Mr. 
Colt is assistant manager of the corpo- 
rate finance department of Ebasco 
Services, Inc., of New York. Dr. 
Thatcher and Dr. Clemens are profes- 
sors of economics and business admin- 
istration at the department of business 
organization and administration at the 
University of Maryland. 

Dr. Foster’s testimony, while pro- 
ceeding to develop what he termed a 
current cost of capital, was more par- 
ticularly directed at a fair rate of re- 
turn which would give effect to the 
maintenance of the purchasing power 
of the investors’ dollar. It is quite 
obvious that Dr. Foster’s approach 
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seeks to accomplish through rate of 
return the same result that would be 
obtained from using a fair value rate 
base computed upon depreciated re- 
production cost new. In view of the 
agreement reached between company 
counsel and Commission counsel 
whereby the company has waived for 
interim purposes the necessity for con- 
sideration of a reproduction cost new 
rate base, it follows that inasmuch as 
Dr. Foster’s testimony attempts to 
give effect to such a rate base through 
adjustment of the rate of return it be- 
comes unnecessary to give weight to 
that portion of his testimony which is 
bottomed upon the maintenance of 
purchasing power of the investors’ 
dollar. 


Mr. Colt, in his testimony, arrived 
at a recommended over-all cost of 
capital allowance of 6.1 per cent, which 
as indicated by cross-examination 
was synonymous with fair rate of re- 
turn. The combined study as made 
by Dr. Thatcher and Dr. Clemens in- 
dicated the adequacy of a fair rate of 
return allowance of 5.75 per cent. The 
testimony of these latter three wit- 
nesses and their recommended cost of 
capital or fair rate of return allowance 
was, in each case based upon a pro 
forma capital structure giving effect to 
the inclusion of capitalization neces- 
sary to support the Cabinet Gorge 
project. A portion of the difference 
in their over-all recommended cost of 
capital stems from their judgment as 
to what the cost of new debt capital 
would be to Washington which it was 
then contemplated would be issued in 
October. 

Mr. Colt made no separation be- 
tween the cost of the debt money in 
the company’s capital structure prior 
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to financing Cabinet Gorge and that 
required after financing Cabinet 
Gorge, but rather ascribes a cost of 
3.55 per cent after expenses for the 
entire pro forma debt structure of the 
company after financing Cabinet 
Gorge. The Thatcher-Clemens study 
applies a cost rate of 3.15 per cent to 
the long-term debt of Washington 
exclusive of Cabinet Gorge and a rate 
of 3.35 per cent for that portion of the 
new debt money required for the fi- 
nancing of Cabinet Gorge. 

Certainly the method followed in 
the Thatcher-Clemens study is prefer- 
able although some question does arise 
in our minds as to the adequacy of the 
3.35 per cent allowance for new debt 
money. Although there is no testi- 
mony of record as to the actual ex- 
perienced cost of new debt money 
necessitated to finance Cabinet Gorge, 
we are informed as a result of data 
contained in our Cause No. U-8569 
that the net cost to the company of 
such financing as has already been un- 
dertaken in that regard amounts to 
3.43 per cent. 

The other substantial point of differ- 
ence between the Thatcher-Clemens 
study, and the Colt study, is as to the 
appropriate allowance to be made for 
the cost of equity, including the com- 
mon stock and surplus component of 
the company’s capital structure. Colt 
claimed an allowance of 10.63 per cent, 
whereas, Dr. Thatcher and Dr. Clem- 
ens contended that an allowance of 
9.46 per cent was adequate. At the 
time these witnesses presented their 
testimony all of respondent’s common 
stock was owned by American Power 
and Light Co. and accordingly there 
was no accurate market data available 
showing actual investor appraisal of 


such common stock. As heretofore 
noted, the company’s common stock 
has now been distributed and market 
data thereon is now becoming avail- 
able. Accordingly, we do not deem 
it appropriate at this time to arrive at 
a final determination as to the cost of 
equity for respondent, particularly in 
view of the interim nature of this 
order. 

Certainly any adjustment to the 
Thatcher-Clemens study as may be 
necessitated by the somewhat higher 
debt cost experienced by the company 
than estimated by them, and to give 
proportional increase to their recom- 
mended equity costs, would not in- 
crease their findings as to fair rate of 
return beyond 5.85 per cent. For 
purposes of this order we will adopt 
the same as our allowable rate of re- 
turn, being convinced that the record 
amply demonstrates that such an al- 
lowance will maintain the financial in- 
tegrity of respondent and enable it to 
obtain required new capital in compe- 
tition with the securities of other com- 
panies. This being an interim order, 
we come to this conclusion without 
prejudice to the rights of any proper 
party, in any later proceeding involv- 
ing the respondent to present further 
testimony in this regard, particularly 
as to actual investor appraisal of re- 
spondent’s securities as reflected in the 
open market. 

Customarily, in viewing a utility’s 
net operating income for purposes of 
determining a need for rate revision, it 
has been the practice of this Commis- 
sion to state net operating income as 
a per cent of the investment base at- 
tributable to the operations which per- 
centage is referred to as the rate of 
return. The elements of rate base as 
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presented by the Commission staff and 
the company and differences between 
the two have been previously discussed 
and set forth herein. Similarly, the 
operating results as presented and as 
developed by the Commission staff 
and the company have previously been 
discussed herein. 


For purposes of comparison, there 
have been included as Appendix A 
and Appendix B [both omitted here- 
in], attached hereto, two statements 
of net operating income and rate of 
return for the state of Washington 
electric operations, year ended August 
31, 1952, developed from Commission 
staff testimony (B) and company tes- 
timony (A) and presented on a com- 
parable basis. The actual rate of re- 
turn as recorded and as separated to 
the state of Washington electric oper- 
ations, only, for the year ended 
August 31, 1952, differs as between 
the staff and company testimony due 
to the differing elements of rate base 
used by each. The staff rate of return 
at this point is 8.209 per cent as com- 
pared to 8.048 per cent measured by 
the company (Rate of Return A, 
Appendix A and B [omitted herein] ). 
The restated actual rate of return ac- 
tually presented by the Commission 
staff and developed from company tes- 
timony shows a return of 7.841 per 
cent by the Commission’s staff and a 
7.844 per cent developed from com- 
pany testimony (Rate of Return B, 
Appendix A and B [omitted herein] ). 
The variation at this point is not great 
between the company and the staff. 
However, balancing differences occur 
notably in differences in the ele- 
ments of the rate base included by 
the company as opposed by the staff 
and a greater allocation of Federal 
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taxes on income to the state oj 
Washington electric operations made 
by the staff than was made by the 
company. 

In portraying the rate of return on 
a pro forma basis, substantially the 
same pro forma adjustments were pre- 
sented by both the company and the 
staff. The pro forma rate of return 
has been presented in the appendix to 
call attention to the factors which pri- 
marily will alter the operating results 
and rate of return to the company and 
contribute greatest to the need for rate 
revision if any there be. Considering 
those factors which are most truly in 
the nature of pro forma adjustments 
such as increases in tax rates, ex- 
panded operations, wage increases, the 
elimination of nonrecurring  influ- 


ences, and considering median water, 
but giving no weight to the inclusion 
of the Cabinet Gorge project and not 


considering utility plant acquisition 
adjustment as an element in the rate 
base or the amortization thereof as an 
inclusion in operating expenses the 
rate of return as presented and devel- 
oped by the staff is 7.234 per cent and 
as developed by the company testi- 
mony 7.176 per cent (Rate of Return 
C-1, Appendix A and B [omitted 
herein]). Including the electric plant 
acquisition adjustment as a rate base 
factor and the amortization thereof as 
a factor in arriving at net operating 
income, the staff return would be 6.- 
983 per cent as opposed to a return 
of 6.517 per cent developed from 
company testimony (Rate of Return 
C-2, Appendix A and B [omitted 
herein} ) : 

Including then the weight of the 
Cabinet Gorge project as it would af- 
fect the investment base for the state 
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of Washington electric operations and 
as it would affect the operating results 
during the test period had it been in- 
cluded and operative throughout but 
excluding any consideration of utility 
plant acquisition adjustment, either in 
the base or net operating income, the 
rate of return as developed by the staff 
would be 5.451 per cent as opposed to 
a return of 5.474 per cent as developed 
from company testimony. (Rate of 
Return C-3, Appendix A and B 
[omitted herein].) Considering then 
the inclusion of the utility plant ac- 
quisition adjustment in both the in- 
vestment base and net operating in- 
come the rate of return as developed 
by the staff would be 5.318 per cent as 
opposed to a return of 5.111 per cent 
developed from company testimony. 
(Rate of Return C—4, Appendix A 
and B [omitted herein].) 

It is to be seen that no wide differ- 
ences occur in the application of the 
methods of the staff or the company. 
Actually the company enjoyed a 
profitable rate of return during the 
test period. Giving consideration to 
all factors which will tend to influence 
future rates of return other than the 
Cabinet Gorge project the company 
continues to enjoy a rate of return of 
an excess of 6.5 per cent. The one 
factor tending to reduce the rate of 
return below 6 per cent is the inclusion 
of the Cabinet Gorge project as it 
would have affected the rate base 
and net operating income during 
the test period year ended August 
31, 1952. 


Considering the rate application as 
granted and including all factors here- 
in used in portraying the pro forma 
rate of return but excluding considera- 
tion of utility plant acquisition adjust- 


ment, the rate of return as portrayed 
by the staff was 6.066 per cent as op- 
posed to 6.083 per cent developed from 
company testimony. (Rate of Return 
C-5, Appendix A and B.) Including 
the effect of the rate application as 
though it were granted and consider- 
ing utility plant acquisition adjust- 
ment the rate of return measured by 
the staff was 5.928 per cent and 5.710 
per cent as presented by the company. 
(Rate of Return C—6, Appendix A 
and B.) 


Authorized Rate Adjustments 


From the foregoing discussion of 
actual and adjusted actual operations 
developed for the test period, it is 
quite obvious that should the company 
continue to experience the same oper- 
ating results in the future as was ex- 
perienced, either actual or adjusted 
actual, during the test period, there 
would be no necessity for rate relief 
at this time. 

It is also clear in determining the 
appropriateness of rate revisions to 
keep in mind that such revisions op- 
erate only in the future and so it be- 
comes the function of any regulatory 
body to employ in a rate proceeding 
such methods as will assist in the de- 
termination of required rates for a 
reasonable period subsequent to the 
order. In the instant case it is obvi- 
ously necessary that consideration be 
given to the anticipated operations of 
Water Power in the immediate future, 
and of course such consideration 
requires that the estimated effect 
of Cabinet Gorge operations be given 
weight. 

Such conclusion is particularly ap- 
propriate here because of the tre- 
mendous increase in investment as- 
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sociated with the Cabinet Gorge 
operations which, however, are not 
reflected within the actual or ad- 
justed actual operations. That such 
effect on investment is sizable in the 
instant case is shown by the fact that 
pro forma adjustment for Cabinet 
Gorge increases the rate base approx- 
imately 70 per cent over the rate base 
applicable to the adjusted actual test 
period. 

With this in mind we deem it ap- 
propriate to use as an earnings base in 
measuring respondent’s need for rate 
adjustments, the pro forma rate base 
as developed by the staff with further 
adjustment to reflect average depreci- 
ation reserve following one complete 
year of operation of the Cabinet Gorge 
project. This results in a total pro 
forma rate base applicable to state of 
Washington electric operations of 
$66,808,545, all as set out in the rate 
base section of this order. As dis- 
cussed in the operating results section 
of this order, the appropriate pro 
forma Washington electric net oper- 
ating income to be related thereto in 
measuring pro forma rate of return is 
the amount of $3,567,882 resulting in 
a pro forma rate of return of 5.34 per 
cent under present rates. 

The estimated gross revenue effect 
on Washington electric operations of 
respondent’s filing now under consid- 
eration, based upon customer statistics 
for October, 1952, amounts to $900,- 
793, which if authorized in total would 
increase the foregoing pro forma rate 
of return to 5.95 per cent. 

It is obvious therefore that respond- 
ent is entitled to some rate increase 
but not in the total amount requested. 
To yield a pro forma rate a 5.85 per 
cent on the foregoing pro forma rate 
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base requires the authorization of rate 
increases for Washington electric op- 
erations in the gross amount of $748,- 
800, and said amount is the increase 
that we will hereinafter by order 
allow. 

Such authorization is to be on an 
interim basis only and said rates are 
to be temporary, subject to adjust- 
ment under continuing supervision as 
future operations of respondent may 
require. 

Findings 

Wherefore, from the consideration 
of the entire record made herein the 
Commission finds: 

1. The Washington Water Power 
Co. is a Washington corporation own- 
ing and operating electrical plants in 
this state for the distribution and sale 
of electricity for hire, and as such is 
an electric company and public service 
company subject to the jurisdiction of 
this Commission. 

2. For purposes of this order the 
fair value of respondent’s property 
used and useful in the rendering of 
electric service in the state for the test 
period, being the year ended August 
31, 1952, is $39,267,385 before Cab- 
inet Gorge and $66,808,545 after 
Cabinet Gorge, the same being com- 
prised of the average net original cost 
of its electric plant in service, that 
portion of 100.5 as hereinbefore fully 
discussed, less contributions in aid of 
construction. This finding of fair 
value for rate-making purposes for 
the test period herein is without preju- 
dice to the right of respondent or 
any other proper party in any subse- 
quent proceedings to contend for any 
legal basis as a measure of such fair 
value. 
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3. For the test period ended 
August 31, 1952, and on a pro forma 
basis, but exclusive of Cabinet Gorge, 
respondent’s gross revenue applicable 
to electrical operations in this state 
amounted to $11,932,353, its total 
expenses, including depreciation and 
taxes applicable to such operations, 
amounted to $9,190,298, leaving a net 
operating income of $2,742,055, 
which when related to the applicable 
fair value in Finding 2 results in rate 
of return of 6.983 per cent. 

4. When such pro forma results of 
operations are further adjusted for the 
estimated effect of Cabinet Gorge, 
such gross revenue becomes $12,756, 
696, total operating expenses includ- 
ing depreciation and expenses be- 
comes $9,250,979 leaving a_ net 
operating income of $3,567,882 
which when related to the applicable 
fair value set forth in Finding 2 re- 
sults in a rate of return of 5.34 per 
cent. 

5. A return of 5.85 per cent on the 
aforesaid fair value of this company’s 
properties used and useful in the ren- 
dering of electrical service in this state 
constitutes a just, fair, reasonable, and 
sufficient rate of return. 

6. Based upon customers’ statistics 
for the month of October, 1952, the 
company’s rates as filed in Tariff WN 
U-22, are estimated to increase gross 
annual revenue from electric opera- 
tions in this state by the sum of $900,- 
793. 

7. Giving effect to the additional 
annual gross revenue estimated to ac- 
crue to respondent if such proposed 
tariff revisions be accepted would re- 
sult in a pro forma rate of return to 
respondent, considering the estimated 
effect of Cabinet Gorge, of 5.95 per 


cent, which rate of return would 
be in excess of a fair rate of return 
and accordingly the tariffs as filed 
by respondent herein must be re- 
jected. 

8. Respondent should be authorized 
to file a new schedule of tariffs de- 
signed to increase its gross annual 
revenue attributable to electric opera- 
tions in the state of Washington, by 
the sum of $748,800, which increase 
on a pro forma basis, after con- 
sidering the estimated effect of 
Cabinet Gorge, will yield to re- 
spondent a return not in excess of 
5.85 per cent. 

9. Inasmuch as we have heretofore 
determined that the pro forma effect 
on operations of respondent to flow 
from the placing into service of the 
Cabinet Gorge project is not the type 
of adjustment that can be determined 
with a degree of definiteness upon 
which permanent rates can be estab- 
lished, the rate increase herein author- 
ized must be considered as temporary 
only with provision that the same 
should expire on a fixed date unless 
justification for the continuance there- 
of be made clear. 

10. At 30-day intervals beginning 
on the first day of the month follow- 
ing the placing into effect of rates 
herein authorized, respondent shall 
submit to the Commission in such de- 
tail as shall hereinafter be directed by 
letter, monthly operating results at- 
tributable to its electrical operations. 
Further, three months preceding the 
expiration of twelve months after the 
effective date of the rates hereinafter 
authorized, respondent shall submit 
data reflecting operations in a form 
consistent with the measure of deter- 
mining operating results as hereinbe- 
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fore used applicable to Washington 
electric operations. Unless such latter 
provision be complied with, and unless 
proof be submitted necessitating the 
continuation of such rates herein au- 
thorized, or any portion thereof, for 
an additional period, such rates shall 
automatically expire at the end of the 
aforesaid 12-month period and the 
rates in effect immediately preceding 
the date of this order shall automati- 
cally be reinstated. 


ORDER 


Wherefore, it is hereby ordered: 

1. Tariff WN U-22 filed by The 
Washington Water Power Co. Sep- 
tember 29, 1950, is hereby reject- 
ed. 


SERVICE COMMISSION 


2. The Washington Water Power 
Co. is hereby authorized to file new 
tariff revisions designed to increase its 
annual gross revenue applicable to 
electric operations in this state by the 
amount of $748,800 based upon cus- 
tomer statistics as of October, 1952, 
the same to be effective upon Commis- 
sion acceptance thereof. 

3. Authorization for the foregoing 
increase in rates is on a temporary 
basis only as set forth in Finding 9 
and Finding 10. 

4. Jurisdiction of this proceeding is 
retained in order to effectuate the pro- 
visions of this order, particularly as 
set out in Finding 9 and Finding 10 
and for treatment of those matters and 
things as to which final decision is not 
made herein. 





98 PUR NS 





Industrial Progress 


A digest of information on new construction by pri- 


vately managed utilities ; 


similar information relating 


to government owned utilities ; news concerning prod- 
ucts, supplies and services offered by manufacturers; 
aiso notices of changes in personnel, 


Gulf States Utilities’ 1953-55 
Program to ‘Total $70,000,000 
Gu States Urtiitres Co., expects to 

spends $70,000,000 million on new con- 
struction in the three-years 1953 through 1955. 
Of this estimated outlay, $29,000,000 will be 
required to complete projects on which con- 
struction work has been scheduled for this 
year. In 1952, the company spent nearly $23,- 
000,000 for new construction. 


Alabama Pwr. Wins Frank Watts 
Award for 3rd Successive Year 


LABAMA PoweR COMPANY was again 
awarded honors at the recent annual sales 
meeting of the Edison Electric Institute. For 
the third successive year it received one of the 
Frank Watts Awards given by the Farm 
Journal for activities in stimulating productive 
use of electricity on farms. The company was 
adjudged first for its activity in this field in 
1952. 

Also for the third successive year, one of 
the company’s home service advisors received 
one of the Laura McCall Awards, sponsored 
by McCalls Magazine, to give public. acknowl- 
edgment to outstanding home service work. 
The award this year was won by Mrs. Ruth 
Hicks, Gadsden, for her aid in establishing a 
nursing school at the Alabama School of 
Trades and giving the nursing students a course 
in home economics. 

Recently Alabama Power Company was 
designated by the National Safety Council as 
the leader in accident prevention among the 
18 largest utilities reporting to the National 
Safety Council. Alabama Power Company’s 
record was only 1.45 disabling injury accidents 
per each one million man-hours worked during 
1952. 


Davey Tree Expert Erecting 
Technical Service Center 


A™= technical service center for the Davey 
Tree Expert Company is under construc- 
tion in Kent, Ohio. 

The new center will be devoted to the study 


and solution of tree care problems; laboratory 
research towards control of tree diseases and 
insect pests and classroom instruction of Davey 
treemen. 

Homer L. Jacobs, technical service director, 
will be in charge of the center. Besides con- 
sidering all the general problems of tree care, 
the center will concentrate on specific problems 
encountered by utility companies in keeping 


power lines clear of low-hanging branches and 
foliage. 

W. A. Jeffers, graduate of Ohio State Uni- 
versity, will be added to the laboratory staff. 
He is a specialist in chemical control of weeds 
and brush, a rapidly expanding phase of 
Davey’s service. 


John F. Childs to Head Irving 
Public Utility Department 


jane Trust CoMPANY has announced the 
appointment of John F. Childs as head of 
its Public Utility Department and his election 
as vice president. Mr. Childs succeeds Tom 
P. Walker, recently elected president and di- 
rector of Transcontinental Gas Pipeline Corp. 

Mr. Childs came to the Irving in 1940 from 
the investment firm of Dick & Merle-Smith. 

In 1946, after service as a Lieutenant Com- 
mander in the Navy, he aided in establishing 
the Irving’s Public Utility Department. He has 
since specialized in problems of utility financ- 
ing and financial relations and is the author or 
editor of a number of articles and handbooks 
in these fields. He was elected an assistant vice 
president in 1949, 


Caloric Produces Plan for 
Utility TV Promotion 
Ts Caloric Stove Corporation has pro- 

duced a TV package designed to put TV 
merchandising on a practical level for even the 
smallest gas utility. Under the title “Operation 
Blue Flame,” the Caloric enterprise provides a 
medium for local merchandising on a national- 
ly prominent television program with a well- 
known star. 

Dione Lucas, famous culinary artist, is the 
focal point for the campaign, which has ‘the en- 
dorsement of the American Gas Association. 
The plan, which is already in full swing, sup- 
plies utilities joining the “Blue Flame” network 
with specially-made films of the popular Dione 
Lucas show, with personalized commercials by 
the artist herself. The finished product for each 
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utility is its own cooking show, ) on a Luria Issues Booklet on 
local station and at a time of the sponsor’s . fa a ae 

choosing, — all the advantages of soo we Standardized Buildings 
publicity and advertising. | pe" ENGINEERING COMPANY has published 
, . a 20-page brochure entitled “Standardized 
G-E Announces Slidefilms Buildings by Luria, which details the advan- 
r ’ ; tages of standardizec construction, as practiced 

On \ oltage Regulators by that company. ; 

NEW 35-mm, full-color sound slidefilm in The brochure stresses lower over-all cost, 
A two parts, presenting information on the permanence, speedy erection and great flexibil- 
construction and use of voltage regulators in ity of Luria buildings. The structures, accord- 
utility systems, has been announced as available ing to the company, provide more usable build- 
by the General Electric Company. ing space, can be adapted to meet special re- 

The first part, entitled “A Measure of Serv- 4trements and are designed to meet the most 
ice,” deals with the application of feeder volt- | ¢xacting building codes. ’ ‘ 
age regulators, and discusses the relative merits Copies of the booklet may be obtained from 
of several types of regulation: bus, group the company, 500 Fifth avenue, New York 36, 
feeder, individual feeder, and single-phase New York. 
versus three-phase. The second part, “Regula- 
tion Lineup,” gives aor Ny regul: ator con- Bausch Named Chief Engineer 
struction and design. Each film runs 20 minutes. F Y . . 

long with the slidefilm, sound records and Of Bechtel C orp. Power Div. 
a bulletin (GED-1827) summarizing the slide- kK M. Bauscu has been appointed chief 
film will be distributed in package form. electrical engineer of the Power Division 
of Bechtel Corporation, according to an an- 
nouncement by J. P. Yates, senior vice presi- 


Utilities & dent of the engineering and construction firm. 
Real Estate Mr. Bausch, a member of the Bechtel engi- 
neering staff since 1937, has been Chief Elec- 


Title company and law office backsround, major experience trical Engineer of the Refinery Division. His 
: = Bases pore Tig Bigs rc Bg poe gM ens ag new duties encompass the overall direction of 
wide variety operating utility matters. Harvard, A.B. cum laude electrical engineering on all Power Division 
in Mathematics, 14.8 » eeeitted 3.8 ans a eo projects, principally in the fields of steam and 
tt ttOii“e. hydro-electric generating plants and electrical 
transmission and distribution systems. 
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It is a peculiar thing that many of the toughest print- 
ing critics know little about the mechanics of 
printing. You find them on Wall Street and LaSalle 
Street and they judge printing chiefly with a stop 
watch. Our success in keeping them happy is reasonable 
assurance that we could do the same for you. 


Se 
Ctaeeecs 


# 


are 2 


& 
Wiis 


itr 


L 4 M C oO L A financial printers 


NEW YORK (6): 130 Cedar Street * WOrth 4-3760 
CHICAGO (5): 732 Sherman Street WAboslg 2-400) ————— 


Specialized service in all 

documents relating to 

corporate finance and 
stockholder and public relations. 




















ell 





MAY 21, 1953 Mention the FortNIGHTLY—I/¢t identifies your inquiry 





& - e 
Won ar capheee 


White 3000 


RIAL UNITS, work- 
yp bodies, line trucks 
| gain new efficiency 
ith the White 3000. 

maneuvering ease 
westime. Weight dis- 
bution of the White 
00 means better 
wer operation. 


demnZe 


with the 














FIND OUT what the White 3000 does in your 
service. See what its modern design means to 
you in time and cost savings in every phase of 
your transportation requirements. 

Here is new maneuvering ease in the tightest 
of places... new energy-saving design... new 
safety features... driving ease. 

Its exclusive power-lift cab saves maintenance 
time and cost. And its White Quality means 
lower operating cost... longer life. 


Get this Scientific Truck Evaluation from your White Representative . . . Today! 
Call your White Representative for a complete evaluation of your truck 
operations. It will tell you the factual story of efficiency and economy 
tailor-made to your own delivery service. It means money saved... 
delivery costs reduced ... in your business. 


THE WHITE MOTOR COMPANY «+ Cleveland 1, Ohio 


MORE THAN 50 YEARS THE GREATEST NAME IN TRUCKS 
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For Top Turbine Performance 
— Specify LEFFEL Hydraulic Turbine; 





You measure turbine performance in terms 
of power and long-range economy. That 
means your hydraulic power installation 
should have a turbine which will give you 
efficient power with years of trouble-free 
service. Leffel has been building turbines 
which do just that for over 91 years—since 
1862. A Leffel turbine holds the world's rec- 
ord of 94.57%, efficiency! And this out- 
standing efficiency is always coupled with 
dependability and long life, as many Leffel 
turbines have proven by over half a century 


of actual service. 


So why not let us help you with your 
hydraulic power project, whether it be ex- 
pansion, rehabilitation or a new installation? 
Of course, there is no obligation. Write, 


wire or phone today. 


THE JAMES LEFFEL & CO. 


DEPARTMENT Pe SPRINGFIELD, OHIO, U.S.A. 


— 


ee ee ee ee 2 YEARS 
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OVER 6 YEARS 
ROOF OF PERFORMANCE 


Nipae 


SOME OF THE MANY UTILITIES 
USING THE LEECE-NEVILLE 
ALTERNATOR SYSTEM 


Public Service Co. of New Mexico 
Hydro Electric System, Winnipeg 

light & Water Department, Columbus, Miss. 
Northwestern Electric Coop., Okla. 

Corn Belt Electric Coop., Bloomington, Ill. 
the California Electric Power Co., Riverside 
The Dayton Power and Light Co. 
Peoples Gas, Light and Coke Co., Chicago 
Portland General Electric Co., Portland, Ore. 
Jackson Electric Dept., Jackson, Tenn. 


Quebec Hydro-Electric Commission 


Since 1946 Leece-Neville AC-DC Alter- 
nator Systems have been delivering un- 


matched performance. On 2-way radio - 


cars and trucks...or wherever current 
_ demands are high, L-N Alternators give: 
© 25 to 35 amps with engine idling | 
‘e ample capacity to carry the 
entire electrical accessory load 
e fully charged batteries always 
' -e better radio operation 
~ There are L-N Alternator Systems rated 
at 50 amps and 80 amps for 6-volt sys- 
tems; 60 to 150 amps for I2-volt systems. 


Ask us to arrange a demonstration of the 
_ L-N Alternator for your fleet. Or write for 
', all the facts. The Leece-Neville Company, 


.% Cleveland 14, Ohio. Distributors i in princi- 


at ‘pal cities... “Service Stations. erywhere.- 


e's 


Heavy ‘Duty y Automotive Electric Equipme ) 
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Aerial view of the new 


Wolter C. Beckjord Station. 


Installation showing 
60-cell Exide-Manche; 
control batteries. 


CINCINNATI GAS & ELECTRIC COMPANY— another user of dependable 


Exide -Manchex p ATTERIES 


Still another forward step in electrical 
progress! The new Walter C. Beckjord 
Station, located on the Ohio River, 18 
miles upstream from Cincinnati, was 
designed for an ultimate capacity of 
1,000,000 KW. Exide-Manchex batteries 
furnish the 129-volt control voltage neces- 
sary for operating the 2300 and 440 volt 
auxiliary circuit breakers and auxiliary 
equipment used in the plant, as well as the 
132 kv circuit breakers in the switchyard. 
The Exide-Manchex control batteries also 
furnish power potential for alarms, relays, 
emergency lighting, and miscella- 
neous requirements. 


Exide-Manchex batteries offer better service 
. .. longer life for these reasons: 

POSITIVE OPERATION: Dependable perform- 
ance at ample voltage with no switchgear 
failures. 

INSTANTANEOUS POWER: High rates forswitch- 
gear operation with adequate reserve power 
for all other control circuits and for emer- 
gency lighting. 

LOW OPERATING COST: Extremely low inter- 
nal resistance. 

LOW MAINTENANCE COSTS: Water required 
about twice a year. No change of chemical 
solution during life of battery. 

LOW DEPRECIATION: Sturdy, long-life 
construction. 

GREATER CAPACITY in a given amount of 
space avoids overcrowding. 


Various sizes and types of Exide Batteries are available in plastic containers. 
Exide-Manchex is your best battery buy for all control and substation services 
1888... DEPENDABLE BATTERIES FOR 65 YEARS... 1953 


THE ELECTRIC STORAGE BATTERY CO., Philadelphia 2 « Exide Batteries of Canada, Limited, Toronto 
“EXIDE” and “MANCHEX” Reo. TM. U.S. Pat. Of. 
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“| can vouch for Dodge 


stamina and maneuverability” 


... says John J. Doyle, Street Commissioner, Scarsdale, N. Y. 


Why new Dodge “Job-Rated” Trucks 
are ideal for public utilities 


Seven big, high-compression 
engines . . . from 100 h.p. to 
171 h.p. . . . three of them all- 
new, assure power aplenty for 
your job! New no-shift Truck- 
o-matic transmission with gyrol 
Fluid Drive actually does your 
gearshifting for you ... saves 
extra energy for the work at 
hand! Available on all 14- and 
34-ton models. More than fifty 
new features to help speed up 
trips and lower your costs. Get 
more truck for your money... 
see your friendly Dodge dealer 
for all the facts! 


“Public utility trucks must be ready to go, 
night and day, on any kind of routine job 
or emergency. For routine work, we de- 
mand continuously high performance and 
economy . . . while for emergency calls, 
the watchword for our utility trucks is 
complete dependability, under all condi- 
tions. We find that Dodge ‘Job-Rated’ 
trucks answer our requirements to perfec- 
tion!” 


Job-Rabd' TRUCKS 
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s 


brings problems in 
Engineering, Financing, 
Rates, Insurance, 
Storage, Distribution 


Commonwealth's skilled and 
experienced staff is available on call 
to assist you in these 

and other phases 

of your gas operations. 

Over a period of many years 
we have supplied successful 
and satisfactory services 

to manufactured, L-P 

and natural gas companies 
ranging in size from 

only a few meters 

to hundreds of thousands. 
Services covering 

such problems as: 


Mh Ke 


and subudiaues 


> 2 


1 | a 25a 


Design of facilities 
Property acquisition reports 
Engineering reports on new projects 
Gas manufacturing consultation 
Cost of service and rate studies 
Studies of technical, rate and other problems 
related to mixed gas supply 
Preparation of testimony and representation 
before local and federal regulatory agencies 
Underground storage field studies 
Emergency, standby and peak-shaving supply studies 
Distribution layout or revamping to meet growing loads 
Space heating saturation problems 
Market surveys 
Insurance requirements 
Depreciation studies 
Assistance with financings 
Metering problems 
Conversions 
General contracting 


Write for our booklet describing our services. 


Address: Commonwealth Services Inc., Department E 


20 Pine Street, New York 5, N.Y. 


WO) Wit. 


COMMONWEALTH ASSOCIATES INC. 
COMMONWEALTH GAS CONVERSIONS INC. 


20 Pine Stree, New Yoh 5 NY 


ae 


2 gukson Michigan Wiashinglm, DC 
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LOWEST COST WAY 
TO LOAD TRUCKS 


If your plant operations include loading free-flowing materials into trucks, 
trailers or railroad cars, you should investigate Barber-Greene Bucket 
Loaders. For cost studies have proved that nothing can compete with 
the bucket loader in lowest cost loading from stock pile. The B-G Constant 
Flow principle virtually eliminates the human element, guaranteeing the 
same high rate of loading all day long. 


BUCKET 
LOADERS 


: gro RE Soe: ae ea ree 
MODEL 543 PNEUMATIC TIRED BUCKET LOADER 
Equipped with hydraulically controlled trimmer-conveyor, this new 

B-G Loader distributes a maximum load into highest trucks, long trailers 
and railroad cars at rates up to 3 cubic yards per minute. With its 15 
m.p.h. road speed, it gets to jobs fast and quickly moves from pile to pile 
in a hurry. It allows you to do more — with a smaller fleet of trucks — 
with far fewer men. 


MODEL 82-A CRAWLER MOUNTED BUCKET LOADER 


Wide crawlers give the 82-A positive traction on soft or muddy bases 

. . assuring a longer working season. Operating at a rate from 3-4 
cu. yds. per min., this loader can be equipped for all loading require- 
ments. Accessories include screen attachments, boom extensions and 
topsoil spirals. 


Barber-Greene 


Aurora, Illinois, U.S.A. 
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A 7,000,000 HP 


Success Story 


Achievements of Newport News personnel 
in designing and building water power 
equipment during the past thirty years 
reflect a high integration of skill and pro- 
duction facilities. 

Answering demands for hydraulic turbines 
rated as high as 165,000 horsepower and 
as low as 500 horsepower, this trained 
organization has successfully filled con- 


Interior view of spiral casing at Norris Dam 


tracts with an aggregate rated output in 
excess of 7,000,000 horsepower. 

Other essential equipment including pen- 
stocks, spiral casings, valves, pumps, gates 
and rack rakes are also designed and built 
by Newport News. 

An illustrated copy of our booklet,“WATER 
POWER EQUIPMENT,” will be sent to 
you upon request. 


SHIPBUILDING AND 
N E WPORT N E Ww DRY DOCK COMPANY 


Newport News, Virginia 
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PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 








Tar American AppRAIsAL Company 


ORIGINAL COST STUDIES @ VALUATIONS @ REPORTS 
for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 








CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
4706 BROADWAY, KANSAS CITY 2, MISSOURI (SINCE 1915) 








DAY & ZIMMERMANN. INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


DESIGN, CONSTRUCTION, INVESTIGATIONS, REPORTS, APPRAISALS AND MANAGEMENT 











ford, Bacon & Davis 


VALUATIONS JP int CONSTRUCTION 
REPORTS G COTS “nate cases 
NEW YORK @ CHICAGO e LOS ANGELES 











GIBBS & HILL Ino. 


CONSULTING ENGINEERS 
DESIGNERS - CONSTRUCTORS 
NEW YORK — LOS ANGELES 
INDIANAPOLIS — SAN ANTONIO 
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PROFESSIONAL DIRECTORY (continued) 








INCORPORATED 
ENGINEERS © CONSULTANTS © CONSTRUCTORS 


NEW YORK + READING + WASHINGTON + HOUSTON * PHILADELPHIA - ROME * MANILA + MEDELLIN 


GA GILBERT ASSOCIATES 


FOUNDED 1906 








W. C. GILMAN & COMPANY 
CONSULTING ENGINEERS 


Valuations — Depreciation Studies — Rate of Return 
Investigations and Reports for Financing 
Transit and Traffic Surveys — Fare Studies 
55 Liberty Street New York 5 








JAY SAMUEL HARTT 


CONSULTING ENGINEER 
327 Seeth LaSalle Street . CHICAGO ° Telephone HArrison 7-8893 


Consultant to Public Utilities: Valuations; Rate of Return Studies; Reports for 
Financing; Other Problems of Management, Engineering and Finance. 














CYRUS G. HILL, ENGINEERS 


Public Utility Properties 
Valuation and Operating Reports 
Plans — Design — Construction — Rate Cases 


231 So. LaSalle Street Chicago, Illinois 








Gustav Hirsch Organization, Inc. 
Consulting and Supervisory Engineers 


1347 West 5th Ave., Columbus (12) Ohio @ Telephones: L. D. 78—Kingswood 061! 
ALL PHASES OF PUBLIC UTILITY ENGINEERING AND SUPERVISION OF CONSTRUCTION 








HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 
1384 HOLLY AVENUE ° COLUMBUS, OHIO 











manne BOWEN & FARRELL 


NN ARBOR. MICHIGA 
APPRAISALS—INVESTIGATIONS DEPRECIATION STUDIES— 


for Rate Cases, Security Issues, ne 2A Accounting Requirements 
ORIGINAL COST AND CONTINUING PROPERTY RECORD 
DETERMINATION 
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The ul plan lopowaltine 
ENGINEERS ‘+ CON STeewcroer s 
POWER PLANT SPECIALISTS 
DESIGN * CONSTRUCTION « MANAGEMENT 
SURVEYS + INVESTIGATIONS « REPORTS 
1200 N. BROAD ST., PHILADELPHIA 21, PA. 
William S. Leffler, Engineers Associated 
NOROTON, CONNECTICUT 
Utility Management Consultants Specializing in REGULATORY 
GAS 
WATER COST ANALYSIS “PROBLEMS 
for past 35 years 
Send for brochure: ‘‘The Value of Cost Analysis to Management"’ 

N. A. LOUGEE & COMPANY 
Engineers and Consultants 
REPORTS—APPRAISALS—DEPRECIATION STUDIES 
RATE CASES—BUSINESS AND ECONOMIC STUDIES 
120 Broadway New York 
CHAS. T. MAIN, INC. 

Power Surveys—Investigations—V aluations—Re ports 
Steam, Hydro Electric and Diesel Plants 
Gas Turbine Installations 
80 FEDERAL STREET “ss BOSTON 10, MASS. 
RATES TAXES 
SAFETY MIDDLE WEST FINANCE 
PENSIONS INSURANCE 
BUDGETING SERVICE ADVERTISING 
PERSONNEL co ACCOUNTING 
ENGINEERING ° SALES PROMOTION 
STOCK TRANSFER 20 N. WACKER DRIVE, CHICAGO PUBLIC RELATIONS 
Pioneer Service & Engineering Co. 

CONSULTING, DESIGNING AND — af SPECIALISTS IN 
OPERATING ENGINEERS itr i ACCOUNTING, FINANCING, RATES, 
PURCHASING EN INSURANCE AND DEPRECIATION 
231 SOUTH LA SALLE STREET ' CHICAGO 4, ILLINOIS 















OUTSTANDING 
IN THE 
INDUSTRY 


















Complete Services for 


Is Mteiana Gas and Electric Utilities 


PY Sicily Mee ay el 4d cee ERE TUS ELe BD Designing ° Engineering * Construction 


Dept. No. 148, 210 W.10th St., Kansas City 5, Mo. Piping * Equipment ° Surveys * Flans 





Steam or Diesel Power Plants 
Alterations * Expansions 
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THE RUST ENGINEERING co. 


Power Plant Design and Construction 
Boiler Settings, Chimneys, Equipment Erection 


PITTSBURGH, PA, BIRMINGHAM, ALA. 








EN CONEERS 
CONSTRUCTORS 


SANDERSON & PORTER Sap 








Sargent & Lundy 
ENGINEERS 


Steam and Electric Plants 
Utilities—Industrials 
Studies—Re ports—Design—Supervision 


Chicago 3, Ill. 








The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—Appraisals 
Consulting Engineering 


80 BROAD STREET NEW YORK 4, N. Y. 








Whitman, Requardt and Associates 
Publishers of the 35-year-old 
DESIGN — CONSTRUCTION HANDY-WHITMAN INDEX 


REPORTS — VALUATIONS 5. TM 


Including Hydro-Electric Properties 
1304 ST. PAUL STREET BALTIMORE 2, MARYLAND 








ALBRIGHT & FRIEL INC. EARL L. CARTER 


Consulting Engineers Consulting Engineer 
Water, Sewnge and Industrial Wastes Problems REGISTERED IN INDIANA, NEW YORK, OHIO, 
Power Plants, Flood Control PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 
Industrial Buildings Public Utility Valuations, Reports and 
City Planning, — a and Rates Original Cost Studies 


121 SOUTH BROAD ST. PHILADELPHIA 7 910 Electric Building Indianapolis Ind. 

















Bopby-BENJAMIN ENGINEERS, CONSTRUCTION AND 
ASSOCIATES. Inc. MAINTENANCE CONTRACTORS 
CONSULT 
sone teed iaiean Aaaiiedion ane for the GAS INDUSTRY 
Construction Supervision CONSOLIDATED 
Sreneeats Gn ened tain and Gapete GAS Anp SERVICE CO. 
28 WEST ADAMS ° DETROIT 26, MICHIGAN 
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GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
ENGINEERS 
HARRISBURG, PENNSYLVANIA 


investigations—Reports—Appraisals 
Original Cost and Depreciation Studies 
Rate Analyses—insurance Surveys 





LUTZ & MAY 


Consulting Engineers 


STEAM, GAS & DIESEL POWER STATIONS 
PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—DESIGN—APPRAISALS 


1009 Baltimore Kansas City 6, Mo. 








FRANCIS S. HABERLY 


CONSULTING ENGINEER 


Valuation — Depreciation 
Investigations and Reports 


122 SouTH MICHIGAN AVENUE, CHICAGO 


Microwave Services, Inc. 
“Architects of Modern Communications" 
Consultants, Engineers, Constructors 
Wire and Radio Telephone Systems 


45 Rockefeller Plaza Circle 7-4953 
New York 20, N. Y. 








HARZA ENGINEERING CO. 


Consulting Engineers 
L. F. HARZA 
E. MONTFORD FUCIK CALVIN V. DAVIS 
Hydro-Electric Power Projects 


Transmission Lines, System 
. em ~ 5 Harbor Structures, 


400 W. MADISON 8T. CHICAGO 6, ILL. 


A. S. SCHULMAN ELEctrRIc Co. 


Electrical Contracting Engineers 


TRANSMISSION LINES—UNDERGROUND DISsTRI- 
BUTION — POWER STATICN — INDUSTRIAL — 
COMMERCIAL INSTALLATIONS 


CHICAGO Los ANGBLES 








ENGINEERS AND CONSULTANTS 


DESIGN AND SUPERVISION OF CONSTRUCTION 
REPORTS — EXAMINATIONS — APPRAISALS 
MACHINE DESIGN — TECHNICAL PUBLICATIONS 


BOSTON NEW YORK 








SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 
CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 








LARAMORE AND DOUGLASS, INC. 


CONSULTING ENGINEERS 


POWER PLANTS 
TRANSMISSION DISTRIBUTION 
DESIGN—REPORTS—APPRAISALS—RATES 


79 East Adams Street Chicago 8, Ilinois 














Testing « Inspection « Consulting 
Product Development & Research 
UNITED STATES TESTING COMPANY, INC. 


Hoboken, N. J. 


Boston * Chicago * Denver * Los Angeles 
Memphis New York * Philadelphia * Providence * Dallas 





LUCAS & LUICK 
ENGINEERS 


DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LaSatiz Sr., Cemcaso 








WESTCOTT & MAPES 


Incorporated 
ARCHITECTS ENGINEERS 
VALUATIONS — STUDIES — REPORTS — 
DESIGN — SUPERVISION 
UTILITIES — INDUSTRIAL PLANTS 
INSTITUTIONS — SCHOOLS — PUBLIC WORKS 
NEW HAVEN CONNECTICUT 





Mention the FortNIGHTLY—I¢t identifies your inquiry 











Public Utilities Fortnightly 





May 21, 195; 




















A 
*Abrams Aerial Survey Corporation ........... 
Albright & Friel, _ SENG eccvccecscoccoes 38 
CAen & GOMPORY cccccccccccsccccccccccece 
*Allis-Chalmers Manulocturian Company ....... 
American A a eee hy eg S TED cccccccccccce 35 
*American Perforator Co., The .........-+e+++: 
SAnatysts Journal, The ..ccccccccccccccccccece 
A-P Controls Corporation $bGRED ORE HEHERCRERERO 22 
SAutomatia GBeetrie Co. ..ccccccccccccccccece 
B 
Babcock & Wilcox Company, The ............- 4-5 
Barber-Greene a. eSeceesececeoeseoesee 33 
*Beaumont Birch Company ..........--e+e00> 
*Bituminous Coal Inst tute CoS veesecorveceocece 
Black & Veatch, Consulting Engineers ........... 35 
Saw dase Division of Blaw-Knox Co. .......... 16-17 
*Bl — ay PPEES SCOR ESESOCECECDSOCETe 
ste SERGE, BEB. cccccccceccece 38 
*Burroughs Adding Machine Co. ............+.++ 
c 
Carter, Earl L., Consulting Engineer ........... 38 
Cieveland Trencher Co., The ...... Inside Front Cover 
*Cochrane Corporation ..........ssceeesseees 
Columbia Gas System, Inc. ........60ceeeeeee 21 
Commonwealth Associates, Inc. ...........465 32 
Commonwealth Services, Inc. ........-+200005 32 
Consolidated Gas and Service Co. ...........++- 38 
D 
& Zimmermann iInc., Engineers ............ 35 
De ta-Star Electric Division .................- 18 
Dodge Division of Chrysler Corp. ............- 31 
SBpenss | GOMPGRY cccccccccccceccccocccsese 
E 
Ebasco Services, Incorporated ..............++:. 15 
Electric Storage Battery Company, The ......... 30 
*Equitable Securities Corporation .............. 
F 
*First Boston Corporation ...........eeeeeeees 
Ford, Bacon & Davis, Inc., Engineers ........... 35 
SHUSTED EUGTNES oc cc ccccocevccccscccoocees 
G 
Gannett Fleming Corddry and Carpenter, Inc. .. 39 
General Electric Company ............- coon OO 
Gibbs & Hill, Inc., Consulting Engineers . oo 
Gibson, A. Company, Inc. ........ -- 2 
Gilbert Associates, Inc., Engineers . oo 
Gilman, W. C., pany, Engi s 36 
*Glore, an & } geeccesedeveos oe 
*Guaranty Trust Co. IEE WEEE vcasacsdccese 
H 
Haberly, Francis S., C iting Engineer ...... 39 
*Halsey, Stuart & Company, Inc. ............+- 
Hartt, Jay Samuel, Consulting & esis ceocccees 36 
Herza Engineering ENGL Geet crasncaccaeess 39 
Hill, Cyrus G., Engineers ceccccesecvoeceesooese 36 
Hirsch, Gustav, Organization, Inc. .........2++- 36 
pe ot Engineering Company ...........++0005 36 
I 
International Business Machines Corporation .... 24 
international Harvester Company, Inc. .......... 19 
Irving Trust Company ...........eceecceccccee 7 


Professional Directory 


*Fortnightly advertisers not in this issue. 


INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready refer- 
ence. Their products and services cover a wide range of utility needs. 
















J 
Jackson & Moreland, Engineers ............... ” 
Jensen, Bowen & Farrell, OS ocececccccs % 
7 
Se, EB GR. vc cccsicncacevesesies 
». (_ °§ SeReeepgeseqnenges 
*Kinneor tenstacturing Company, The 
CHE BGR TOMES cccccccccccceces 
END SEOPGTSTIEM, TRO cccvecccesceccccccccss ” 
L 
SN OD, citid cinder nénetideredcsecece 
Langley, W. C., TS. vccenesscensseesccecs 13 
Laramore and Béugless. Inc., Engineers ........ 9 
SE Gin UD ccccascccescessectccecs 73) 
effel, James, & Com mapa Th ohh eh net eeen es 2B 
Leffler, a ) Soe ies Associated ...... 2 
Pn ay nen r Eo Ei ncasetgocersoscsoscccoes 
ncoln Engrav’ Printing Cor; 
Pg nen re ing p Queers ation os na see . 
ougee, N. ompany, ineers 
Lucas & Luick, fs - = a ° = eves ae } 
Lutz & May, Consulting GRGIMSETS ccccccccceces eh] 
ue 
Main, Chas. T., DD 6 6000s sedccescrcee 7 
*Mercoid oe  -cneniesebanneensss 
*Merrill Lynch, “~~; ouaeer & Beane ......... 
*Meyercord Co. ia MD 660-66060000-6660066006000 
Microwave A. Inc. . os & 
Middle West Service Co. ..... ms Oe 
*Morgan Stanley & Company .. eee 
GENIN, TE, ccc cccscccccccccccecsuceeeses 
N 
Newport Ni pm Shipbuilding & rst yng Ge. oe 
P 
—— Gee, Se Pa cosnsssescassnecascsncens 
joneer Service ngineer' ompany ...... 37 
Pritchard, J. F., & Co. . eee ci ose0s “ ebeeeue 37 
R 
Recording & ~ 1 1 Corporation ........... N 
Rentagies BORE DNB. cccccccccccccccesccccces 9 
Robertson, H. H. "Company. eveececs Inside Back Cover 
Rust Engineering ‘Company, Th ee Cry 38 
s 
Sanderson & Porter, Engineers ...........+5++: 38 
*Sangamo Electric Company ............+++0+: 
Sargent & 7 wy MGIMSETS oc ccccccccccccccces 38 
Schulman, A. S., “Electric Co. 4" = beevanee 39 
Sloan, Cook & Lowe, Consulting Engineers ...... 9 
oo yo my & Co. igesresieesasetieeoesers - 
org Mp DOME, ONG. cc cccccccccccccvece 
*Southern Coal Company, Inc. ...........000055 
*Sprague Meter Company, The ...........+.++: 
T 
CTebElne GCOMIPERY cc cccccccccccccccccceccees 
U 
Union Securities Corporation ...........++++++: 20 
United States Testing Co., Inc. .........0ee sees 39 
w 
Westcott & Mapes, Inc., Engineers .........--- 39 
Westinghouse Electric Gerperatics 
COC COSC ES CoS SSESCOE DEC SOC CeO Outside Back Cover 
White, J. G., Engineeri Supereten,  ouce O 
White Motor Company, The ...........+eeee005 
Whitman, Requardt and Aascciutes cicedesevenes #8 
$0Sseercesevecseoes 35-39 





RL i RR Te a a TR 2S aA 2S 








» 1953 


9 


% 


‘om 


39 
37 


34 


al 








What we really 






It is faster to 


Hane A WALL 


than to 


Pie IT UP 


LITTLE blocks, say 2°x4’x8" don’t pile up very fast. 
We hang walls up in sizable panels. 


And that is an easy way to understand why 
Robertson's real product is time. 

We make walls that are hung in place. We 
make them complete with insulation when the 
panels are delivered. We engineer them piece by 
piece in advance at the factory. We put expert 


crews on the job to place them. 


We make time, now, when time is the essence. 


H. H. ROBERTS 


FARMERS BANK BUILDING, 


make is Time 











aN ¢ 


CTSNET 


pail 


TSN) 





BY 


Point is, we integrate the right materials with 
exclusive designs and processes of manufacture, 
round them out with fast engineering for each 
individual job, install them with experienced 
crews, and deliver the thing that is most vital of 


all vital things today: speed. 


We save days and weeks in finishing a build- 
ing for use, because years have been put into the 


development of these unique skills. 


Quick is the word we practice. 


ON COMPANY 


PITTSBURGH, PA. 
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Better load records ... lower cost! Safer and easier, 
too. No need to climb for ammeter checks. No 
guessing about overloads. Dial can be read from 


the ground. 


Highest possible accuracy! 
The new Westinghouse 
Type “PL” Overload 
Indicator is operated 
by a thermostat which 
is embedded in the 
transformer coil, where 
it reacts directly to cop- 
per temperature. 


Warning ... overworked 
transformer! The red 
light shows overload 
condition; the pointer 
indicates how many 
times this has happened. 
Reset button at base of 
dial may be used to re- 
turn the pointer to zero. 


New overload indica’ or 
takes guess and work 
out of load surveys 


It flashes a warning ... and counts ove 
loads, too! 

The new Westinghouse Type “PL” ve 
load Indicator eliminates load-check «limb 
ing, puts an end to guesswork about over..oad 
and does it more accurately than any com 
parable device. 

The red light tells that the transformer i 
now or has been overloaded. The dia: com. 
pletes the story, telling how many times. Sinc 
the indicator is operated by a thermos 
embedded in the coil, indication is high 
accurate because it is a direct reaction 1 
copper temperature. 

On each of the first four overloads, whethe 
they’re hours, days or months apart, the warn 
ing signal lights. It then goes out autom 
ically as the overload passes, but the di 
shows the number experienced. On the fift 
overload, the signal light locks on as a con 
tinuous warning of the serious condition. 
dial records consecutive overloads up to 2 
... far more than should occur before change 
out. A pushbutton is provided at the base ¢ 
the dial to clear the indicator for a new loa 
checking cycle. 

Developed as the result of years of co 
operation with utilities to determine the 
most useful type of overload indication, the 
Westinghouse Type “PL” Indicator opens the 
way to more accurate load records than eve 
before possible . . . at a fraction of the tim 
and expense. Available on all convention 
models of Westinghouse Single-Phase Dis 
tribution Transformers, 3 through 167 kv, 
15,000 volts and below. Your Westinghou 
representative will be glad to give you ‘urthe 
information, or write on to Westin house 
Electric Corporation, P. O. Box 868 
Pittsburgh 30, Pennsylvania. 


you can 6€ SURE...iF iTS 


Westinghouse 





